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the  Commonwealth  of  Massachusetts 

Executive  Department 


STATE    HOUSE 


BOSTON    02133 


MICHAEL  S.   DUKAKIS 

GOVERNOR 


September  15,  1989 


Dear  Business  Leader: 


It  comes  as  no  surprise  to  anyone  doing  business  these  days  that 
the  marketplace  isn't  what  it  used  to  be.   We  can  no  longer  view  the 
United  States  as  our  domestic  market;  instead  we  must  now  recognize 
that  we  live  in  the  midst  of  the  international  marketplace. 

In  many  respects,  Massachusetts  has  been  thinking  internationally 
for  some  time;  in  1987,  we  ranked  second  in  the  nation  in  export- 
related  jobs.   We  must  continue  looking  forward  as  a  Commonwealth  to 
identify  ways  to  maintain  our  competitive  edge  well  into  the  next 
century. 

In  January  of  this  year,  I  launched  the  Export  90' s  campaign.   Our 
goal  is  to  double  Massachusetts  exports  in  the  next  five  years  and  to 
open  up  exciting  new  markets  to  small  and  medium-size  companies  who, 
in  many  cases,  are  unaware  of  the  many  foreign  market  opportunities 
which  can  be  tapped. 

Over  the  past  nine  months,  I  have  traveled  with  Secretary 
Hedgespeth,  legislators,  and  members  of  the  Export  90's  Advisory 
Council  to  visit  with  56  companies  and  over  1700  business  people 
across  the  state  to  discuss  their  successes.   I  have  been  particularly 
impressed  by  the  entrepreneurial  spirit  and  commitment  of  those 
smaller  and  medium-sized  firms  in  the  Massachusetts  business 
community;  their  successes  are  especially  inspiring. 

Over  this  same  period  of  time,  I  charged  the  Export  90 's  Advisory 
Council,  comprised  of  business,  government  and  academic  leaders,  with 
the  challenge  of  developing  recommendations  to  enable  the  Commonwealth 
to  achieve  its  goal  of  doubling  Massachusetts  exports  to  $15  billion 
by  1993.   The  report  which  follows  is  the  result  of  their  efforts. 

I  am  very  optimistic  about  the  possibilities  contained  herein.   An 
effective  public-private  partnership,  which  underlies  many  of  the 
recommendations,  can  do  much  to  further  the  Commonwealth's  export 
goals. 

I  see  this  not  as  the  end  of  a  process,  but  as  the  beginning  of 
some  very  exciting  business  opportunities  in  the  Commonwealth;  we  can 
look  forward  to  working  together  to  build  ;the  Massachusetts  success 
story  into  the  90 's  and  beyont 


S. ^Dukakis 


mu^ 


AN  OPEN  LETTER  TO  THE 
MASSACHUSETTS  BUSINESS  COMMUNITY 


The  momentum  for  the  Export  90's  Initiative  in  Massachusetts 
came  from  the  recognition  on  the  part  of  the  Governor  and  the 
legislature  that  exporting  plays  a  vital  role  in  bolstering  the 
national  as  well  as  the  state's  economy. 

The  goal  of  the  Export  90's  effort  as  outlined  by  Governor 
Dukakis  in  January  1989  is  to  double  the  state's  exports  in  the 
next  five  years.  He  asked  this  Advisory  Council  to  develop  a  plan 
for  the  Commonwealth;  the  challenge  could  not  have  been  more 
compelling.  The  need  has  never  been  greater  at  either  the  state  or 
national  level  to  significantly  increase  exports  to  ensure  a  strong 
economy  and  to  help  us  maintain  our  standard  of  living. 

At  the  national  level,  there  is  growing  awareness  that  increased 
exports  are  vital  if  the  United  States  is  to  effectively  combat  its 
sizeable  trade  deficit.  Indeed,  as  the  face  of  the  international 
marketplace  continuously  changes  with  arrangements  such  as  the 
U.S.- Canada  Free  Trade  Agreement  and  Europe  1992  as  well  as  the 
emergence  of  the  Asian  economic  superpowers,  the  U.S.  has  no 
choice  but  to  look  outward  to  new  market  opportunities  for  its 
manufacturing  and  service  sectors.  It  is  clearly  within  the  nation's 
long  term  economic  interest  to  ensure  continued  export  growth 
which,  in  turn,  will  help  to  boost  Americans'  standard  of  living 
and  promote  adjustment  to  international  competition. 

At  the  most  basic  level,  growing  exports  create  jobs.  The  U.S. 
Department  of  Commerce  estimates  that  25,000  new  jobs  are 
created  for  every  $1  billion  in  American  exports.  These  exports 
help  bring  down  the  nation's  trade  deficit;  this  trend  must 
continue  if  the  U.S.  is  to  maintain  its  role  as  a  major  economic 
player  in  the  international  economy. 
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National  studies  have  shown  that  smaller  and  medium-sized  firms 
account  for  approximately  90%  of  the  new  jobs  created  today.  While  a  few 
of  these  firms  have  already  ventured  into  the  world's  export  market,  it  is 
imperative  that  a  greater  number  do  so  in  order  to  sustain  continued 
growth.  In  Massachusetts,  50%  of  our  exports  come  from  just  three  large 
companies.  In  1987  alone,  Massachusetts  ranked  second  highest  among 
states  in  export-related  employment  in  manufacturing,  as  a  percent  of 
civilian  employment.  Yet  national  surveys  have  indicated  that  while  many 
of  the  larger  companies  account  for  much  of  the  recent  export  boom,  the 
growth  rate  in  the  coming  years  will  be  much  greater  for  the  smaller  firms 
with  under  500  employees.  It  is  the  smaller  entrepreneur  who  will  play  an 
increasingly  important  part  in  sustaining  the  nation's  and  the 
Commonwealth's  export  growth. 

Massachusetts  faces  a  special  economic  challenge  in  the  1990's  which 
makes  the  need  to  increase  its  exports  all  the  more  critical.  World 
competition  for  computer  products  has  never  been  greater;  for  businesses 
to  grow,  the  smaller  and  mid-size  companies  with  new  high  technology 
products  should  and  must  enter  the  world  markets. 

As  a  consequence,  it  is  incumbent  upon  the  state  to  focus  its  efforts, 
through  the  Export  90  s  initiative,  on  ways  to  facilitate  an  increase  in 
export  activities  in  other  industries  as  well.  It  is  here  at  home  that  the 
direct  impact  of  an  improved  standard  of  living  and  the  creation  of  new 
jobs  is  felt  immediately. 

Because  of  the  potential  for  new  jobs  and  strengthened  economic  health 
for  the  Commonwealth,  Massachusetts  must  be  prepared  to  compete  with 
other  states  as  well  as  its  foreign  competitors  for  a  piece  of  the  world 
export  market.  The  Bay  State,  like  so  many  others  in  this  country,  has 
come  to  recognize  that  it  has  no  choice  but  to  help  expand  its  businesses' 
export  base  if  it  is  to  maintain  its  competitive  edge. 

Massachusetts  is  uniquely  positioned  to  take  advantage  of  foreign  market 
opportunities.  Its  industries  boast  some  of  the  finest  in  technological 
innovations,  with  a  range  of  products  which  are  highly  competitive 
internationally.  Additionally,  the  Bay  State's  proximity  to  Canada,  this 
nation's  largest  trading  partner,  and  access  to  a  sound  port/transportation 
system  gives  Massachusetts  companies  a  real  competitive  edge. 

And  of  course,  Massachusetts  with  its  wealth  of  international  educational 
resources  can  provide  interested  and  potential  exporters  access  to  a  full 
array  of  export-related  information. 


It  is  from  this  basis  that  the  Advisory  Council  set  out  to  assess  those 
public  and  private  resources  which  currently  exist  to  help  small  and 
medium-sized  Massachusetts  exporters  identify  where  the  gaps  lie  and 
develop  a  comprehensive  action  agenda  to  help  the  Commonwealth 
achieve  its  goal  of  doubled  exports  by  1993-  The  Report  and 
Recommendations  which  follow  are  the  results  of  this  effort. 

The  plan  we  have  outlined  should  be  taken  as  a  package  of 
recommendations  which  we  believe  must  be  implemented  in  their  entirety 
if  they  are  to  be  fully  effective. 

In  the  end,  the  success  of  the  program  we  have  laid  out  will  depend 
heavily  on  the  commitment  and  the  leadership  of  the  Governor  of 
Massachusetts,  as  well  as  the  willingness  of  the  legislature,  the 
Massachusetts  Congressional  delegation,  labor  and  the  private  sector  to 
support  its  goals. 

Clearly,  the  potential  exists  among  Massachusetts  entrepreneurs  to  seize 
the  opportunities  the  international  marketplace  has  to  offer.  With  a 
concerted  long  term  commitment  from  the  public  and  private  sectors,  the 
best  export  performance  in  Massachusetts  is  yet  to  come. 


Sincerely, 


William  Eberle,         Patrick  McGovern 
EXPORT  90S  CO-CHAIRMEN 
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COUNCIL  REPORT  AND  RECOMMENDATIONS 


EXPORT  90S:  BUILDING  JOBS  FOR  THE  FUTURE 


THE  PROCESS 

The  Export  90's  effort  involved  a  series  of  regional  visits  by  the  Governor,  the 
Secretary  of  Economic  Affairs  and  members  of  the  Advisory  Council  to  meet  with 
local  business  people  concerning  their  exporting  activities.  Overall,  56  companies 
were  visited  and  over  1700  business  people  participated  in  discussions  with  the 
Governor  on  their  export  problems  and  success  stories. 

In  addition  to  these  regional  visits,  the  Advisory  Council  and  its  five  committees 
worked  to  assess  existing  resources,  identify  gaps  in  existing  services  being 
provided  and  develop  recommendations  to  overcome  barriers  businesses  face  as 
part  of  an  overall  action  agenda  for  the  Commonwealth.  The  following  report 
outlines  the  Council's  findings  and  recommendations  as  a  result  of  this  process. 

In  conjunction  with  this  effort,  the  International  Coordinating  Council,  Inc.  hired 
Atlantic  Marketing  Research  Company  to  conduct  a  comprehensive  survey  of 
Massachusetts  companies  involved  in  exporting  and  another  survey  of 
Massachusetts  companies  considering  exporting. 

The  intent  of  both  surveys  was  to  assess  what  types  of  assistance  smaller  and 
mid-size  companies  would  find  most  helpful  in  facilitating  their  exporting 
activities.  In  all,  303  companies  were  interviewed  (203  which  are  currently 
involved  in  exporting  and  100  which  are  considering  exporting.)  This 
information  was  used  to  test  the  theories  of  the  Advisory  Council  and  otherwise 
support  the  Members  in  their  work.  The  results  echoed  many  of  the  Advisory 
Council's  own  findings  and  can  be  found  along  with  the  entire  survey  in  the 
Appendix. 


FINDINGS 

A  number  of  themes  emerged  from  the  regional  visits  and  the  Advisory  Council's 
work  concerning  smaller  and  medium-sized  business  needs  in  the  area  of 
exporting. 

Perhaps  the  most  pressing  need  is  for  the  state  to  provide  the  necessary  political 
leadership,  sustained  commitment  and  a  well-coordinated  effort  to  support 
international  trade  in  general  and  increased  exports  in  particular.  Specifically,  the 
state  must  be  prepared  to  provide  a  network  which  is  fully  supportive  of  business 
achieving  its  export  objectives. 


COUNCIL  REPORT  AND  RECOMMENDATIONS 


Also  evident  among  various  companies  was  a  lack  of  awareness  of  the  values  of 
exporting.  Many  companies  see  little  incentive  to  get  into  the  international 
marketplace  when  they  believe  they  have  not  yet  fully  exhausted  the  American 
market.  Others  have  not  yet  recognized  the  potential  profitability  of  exporting. 

Some  companies  considering  exporting  feel  they  are  ill-equipped  to  enter  foreign 
markets  without  some  preliminary  education  —  be  it  comprehensive  export 
training  or  occasional  region-specific  or  industry-specific  seminars.  Today's 
company  executives  need  useful  information  which  is  paired  with  follow-up 
counseling  and  assistance  to  facilitate  their  early  export  sales. 

In  addition  to  this  immediate  educational  need,  there  exists  a  longer  term 
educational  gap.  Tomorrow's  business  leaders  in  the  Commonwealth  need  to 
receive  a  comprehensive  international  education  to  enable  them  to  develop  the 
export  outlook  so  prevalent  in  Europe  and  Japan.  We  cannot  expect  today's 
students  to  be  prepared  to  confront  the  international  marketplace  any  more 
effectively  without  institution  of  a  coordinated  educational  strategy  which  begins 
in  the  classroom  and  continues  into  the  corporate  boardroom. 

For  those  companies  who  have  already  ventured  into  foreign  markets  as  well  as 
new  participants,  the  State  can  provide  a  very  useful  service  by  helping  them  to 
boost  their  international  promotional  efforts.  Many  states  not  only  have  extensive 
trade  show  programs  but  also  boast  elaborate  international  trade  networks 
comprised  of  overseas  offices  to  provide  their  companies  with  direct  assistance  in 
various  foreign  locations.  While  the  Commonwealth  of  Massachusetts  and 
Massport  have  led  a  number  of  overseas  trade  shows  and  missions,  much  more 
should  be  done  to  promote  Massachusetts  products  in  foreign  markets. 

Perhaps  most  critical  is  the  need  to  provide  Bay  State  companies  with  improved 
access  to  trade  assistance  information  and  incentives  which  could  bolster  their 
export  activities.  While  various  resources  exist  at  the  federal  level  and  in  the 
private  sector,  they  are  often  scattered  and  difficult  to  access  or  too  expensive  for 
smaller  and  medium-sized  companies.  The  state  must  be  in  a  position  to 
supplement  existing  resources  with  ready  assistance,  proactive  support,  current 
information  and  strong  direction.  The  first  step,  already  taken  by  several  other 
states,  is  to  harness  available  public  and  private  resources  and  services  to  help 
companies  in  their  export  activities  and  to  make  the  information  and  services 
readily  available;  Massachusetts  can  afford  to  do  no  less. 
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Finally,  the  Council  recognizes  that  in  these  days  of  stringent  fiscal  policies 
within  the  Commonwealth,  the  state  should  not  be  expected  to  take  this  action 
agenda  on  by  itself.  If  Massachusetts  is  to  achieve  its  export  goals  in  the  next  five 
years,  the  state  and  the  private  sector  must  work  together  in  partnership.  Without 
private  sector  support,  many  of  the  needs  of  smaller  and  medium-sized 
companies  with  the  potential  to  export  will  go  unmet. 

As  a  result  of  these  findings,  the  Council  makes  the  following  recommendations: 


RECOMMENDATIONS 

A.    State  Commitment 

1.  A  public-private  sector  advisory  board  should  be  convened  to  advise  the 
Governor  on  what  the  Commonwealth's  international  trade  priorities 
should  be.  This  board  would  meet  on  a  regular  basis  to  continually  reassess 
these  priorities,  programs  useful  for  the  state  and  possible  means  for  their 
implementation. 

The  International  Coordinating  Council,  Inc.  (ICC),  a  public-private 
partnership  in  the  Commonwealth,  should  be  a  part  of  this  effort  and 
should  help  to  build  a  constituency  of  business,  government,  labor  and 
academic  leaders  on  international  trade  whose  input  would  be  funneled 
into  the  Governor's  International  Trade  Advisory  Board.  The  ICC  should 
also  work  with  the  Massachusetts  International  Trade  Council  (MITC)  and 
other  appropriate  public  agencies,  including  the  regional  office  of  the  U.S. 
Department  of  Commerce  to  hold  joint  industry  group  meetings  with 
Massachusetts  business  leaders  on  international  trade  issues  of  concern  to 
them;  this  information  would  also  be  passed  on  to  the  Governor.  Again,  it 
should  be  stressed  that  the  Governor's  leadership  here  and  the  support  of 
the  legislature  is  critical.  Together,  they  should  ensure  a  coordinated  and 
integrated  international  trade  effort  in  the  Commonwealth. 

2.  The  Executive  Director  of  MITC  should  participate  in  the  Governor's 
Cabinet  meetings  so  that  the  international  implications  of  state  policy  can 
be  fully  evaluated  and  outlined.  This  would  be  comparable  to  the  elevation 
of  the  United  States  Trade  Representative  to  cabinet  status  in  the  federal 
government. 
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B.  Increasing  Awareness 

1.  The  state  must  mount  a  domestic  (within  Massachusetts)  trade  promotion 
and  marketing  campaign  to  maintain  a  high  profile  on  exports  and  to 
encourage  new  entrants  into  exporting.  The  Governor  and  other  senior 
level  officials  must  continue  to  give  exporting  high  visibility  through  public 
fora,  promotional  literature,  public  service  announcements  and  videotapes. 
The  written  and  video  materials  should  be  partly  underwritten  by  the 
private  sector. 

2.  A  useful  and  especially  effective  marketing  tool  is  a  change  in  existing  tax 
legislation.  The  use  of  tax  incentives,  which  should  be  incremental  in 
nature  and  targeted  to  smaller  companies,  would  not  only  encourage  more 
companies  to  enter  the  world  of  exporting,  but  would  also  expand  the 
revenue  base  of  the  Commonwealth  through  increased  sales  for 
Massachusetts  companies  and  increase  jobs  for  Massachusetts  citizens. 
Possible  options  include  a  lower  effective  rate  of  tax  on  the  income 
deemed  attributable  to  the  increase  in  export  activity.  An  alternative 
would  be  a  reduction  of  the  tax  paid  on  net  taxable  assets  located  in 
Massachusetts.  The  exempt  amount  of  inventory  would  be  determined  by 
reference  to  the  ratio  of  foreign  sales  to  total  sales  for  the  current  year. 

C.  Improved  International  Education 

1.  Establish  an  Export  Training  Center  within  Bay  State  Skills  Corporation 
(BSSC),  a  quasi-public  corporation,  with  two  primary  functions  both 
designed  to  meet  the  short-term  need  of  educating  today's  business 
community  on  exporting.  The  Center  would  serve  as  a)  a  clearinghouse  for 
existing  resources  and  b)  as  a  source  of  comprehensive  nuts  and  bolts 
training  on  all  aspects  of  exporting,  working  closely  with  agencies  and 
organizations  already  providing  export-related  training  such  as  the 
International  Business  Center;  this  training  would  be  accompanied  by 
follow-up  counseling  to  be  provided  by  the  MITC. 

2.  Establish  an  Office  of  International  Education  within  BSSC.  This  office  is 
intended  to  meet  the  longer  term  goals  of  educating  tomorrow's  business 
leaders  in  the  Commonwealth.  The  Office  would  identify  existing 
international  education  programs,  work  with  a  cross  section  of  business, 
labor,  and  academic  leaders  to  develop  an  international  education  strategy 
for  the  state,  and  serve  as  a  resource  center  for  teachers  interested  in 
training  and  materials. 
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3.  The  Massachusetts  Corporation  for  Educational  Telecommunications  (MCET) 
should  develop  a  strategic  business  plan  for  the  use  of  telecommunications 
in  the  Commonwealth  to  facilitate  export  training,  global  education,  the 
export  of  Massachusetts  educational  resources  and  international  business 
teleconferencing. 

4.  The  ICC,  working  with  Massachusetts  higher  education  and  the  corporate 
community,  should  develop  a  "Small  Business-Foreign  Student  Information 
Program' '  in  conjunction  with  the  Small  Business  Development  Centers, 
with  two  purposes.  The  first  is  to  provide  smaller  companies  with  graduate 
level  market  research  assistance  while  giving  students  insight  into  the 
operations  of  an  American  company.  The  program  would  also  give  smaller 
Massachusetts  companies  a  starting  point  of  contact  in  the  students'  home 
countries  and  perhaps  access  to  a  network  of  foreign  contacts  in  various 
countries  in  which  they  might  seek  to  do  business. 

D.  Increased  International  Promotion 

1.  The  Commonwealth  should  support  and  lead  companies  to  an  increased 
number  of  trade  shows.  Specifically,  the  Council  recommends  that  the 
Commonwealth  sponsor  a  minimum  of  fifteen  trade  shows  annually. 
Numerous  companies  have  indicated  that  participation  in  trade  shows  have 
led  to  increased  export  sales. 

2.  The  Governor  should  make  at  least  two  overseas  visits  a  year  to  promote 
the  state  and  products  and  services  Massachusetts  companies  have  to  offer. 
Such  trips  would  not  only  significantly  increase  tourism,  but  would  also 
boost  the  international  visibility  of  the  Bay  State's  businesses. 

3.  The  state  should  develop  a  strong  international  network  akin  to  those  other 
states  are  operating.  Such  a  network  would  include  dedicated  foreign  state 
offices  to  assist  Massachusetts  exporters  in  various  foreign  markets,  provide 
for  follow-up  on  trade  leads,  translation  and  other  similar  services. 

To  achieve  economies  of  scale,  shared  office  space  should  be  explored  with 
Massport  in  locations  to  be  jointly  determined.  The  network  should  also 
include  offices  partnered  with  foreign  offices  of  Massachusetts  companies, 
to  provide  temporary  space,  staff  support  and  other  assistance  as  necessary 
to  exporters. 

4.  The  state  should  more  aggressively  identify  and  recruit  foreign  buying 
missions.  It  should  be  more  proactive  in  its  use  of  the  Boston  Center  For 
International  Visitors,  by  identifying  appropriate  individuals  to  contact  to 
facilitate  increased  foreign  business  contact. 

5.  A  database  of  foreign  student  alumni  should  be  developed  whom 
Massachusetts  companies  could  contact  regarding  entry  into  their  markets. 
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E.   Improved  Access  to  Timely  and  Accurate  Information 

1.  The  state,  in  order  to  simplify  the  process  for  new  exporters  as  well  as 
current  exporters,  should  be  a  central  source  of  initial  assistance.  It  should 
be  equipped  either  to  provide  advice  directly  or  to  refer  exporters  to 
alternate  sources  when  appropriate.  Its  services  should  include:  a)  data 
collection  and  analysis;  b)  direct  or  referral  to  technical  assistance/trade 
counseling;  c)  policy  development;  d)  provision  of  information  on  export 
finance  and  insurance;  e)  acting  as  Governor's  liaison  with  the  state's 
Washington,  D.C.  office  to  identify  and  contact  the  appropriate  federal 
agencies  for  information  and  assistance  and;  f)  dissemination  of  trade  leads. 

This  effort  should  take  into  account  those  services  currently  provided  by 
the  U.  S.  Department  of  Commerce  and  the  private  sector  in  order  to 
minimize  duplication. 

The  importance  of  an  effective  trade  lead  system  cannot  be  over- 
emphasized. One  agency  which  might  be  able  to  do  more  in  this  area  is 
the  Massachusetts  Photovoltaic  Center.  Currently,  the  Center  provides  trade 
leads,  project  information,  and  financing  advice  to  photovoltaic  and 
energy-related  companies  and  institutions.  As  a  Center  for  Excellence  under 
the  Department  of  Energy,  it  cannot  make  use  of  the  revenue  it  generates 
and  consequently  cannot  expand  its  operations. 

The  Council  recommends  that  mechanisms  and  options  be  explored  to 
determine  ways  in  which  the  PV  Center  could  generate  fee-for-service 
contracts  and  incorporate  these  revenues  into  its  operating  budget.  This 
would  allow  it  to  expand  its  computerized  database  search  system  for 
international  trade  leads  and  projects  and  to  gather  and  disseminate 
information  on  a  broader  variety  of  products  and  new  markets.  This  issue 
should  also  be  explored  to  see  if  this  approach  could  be  similarly  applied 
and  appropriate  for  other  state  agencies  with  comparable  capabilities. 

2.  The  state  should  promote  and  initially  support  a  foreign  trade  membership 
association  which  offers  streamlined  access  to  services  and  group 
discounts.  The  membership  association  would  establish  contracts  with 
private  sector  service  suppliers  to  provide  group  discounts  on  services.  The 
association  would  be  self-supporting  after  a  year  of  operation.  Initial 
services  offered  would  be  a  group  policy  on:  liability  and  cargo  insurance, 
credit  checking  services,  establishment  of  a  foreign  sales  corporation, 
logistics  and  transportation  management,  travel  expenses  and  several  hours 
of  legal  and  accounting  consultation.  A  separate  and  distinct  component  of 
this  shared  resource  pool  is  a  shared  financing  option,  available  only  to 
qualified  exporters,  comprised  of  a  pre-  and  post-export  working  capital 
program. 
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3.  The  state  should  have  staff  in  its  Washington,  D.C.  office  dedicated  to 
working  with  federal  agencies,  the  Congress  and  business  groups  to 
promote  Massachusetts  international  trade  interests  and  to  promote  change 
in  key  federal  programs  such  as  those  offered  by  the  Export-Import  Bank. 
This  staff  would  also  be  responsible  for  collecting  current  information  on 
relevant  international  trade  developments  and  for  facilitating  Massachusetts 
companies'  efforts  to  secure  appropriate  export  licenses  for  their  products. 

4.  The  state  should  develop  export  resource  guides  to  assist  companies  in 
their  efforts  to  enter  specific  regional/country  markets. 


CONCLUSION 

The  program  we  have  outlined  is  basic  and  urgent,  yet  fiscally  feasible.  It  relies 
heavily  on  existing  resources,  with  only  a  small  amount  of  additional  state 
funding  and  private  sector  support.  It  addresses  the  need  to  begin  a  domestic 
promotional  effort  within  Massachusetts  and  to  bolster  our  international 
promotional  efforts  so  that,  combined  with  effective  education  and  state 
commitment,  they  will  result  in  a  measurable  increase  in  Massachusetts  exports. 

These  recommendations  are  consolidated  from  several  reports,  studies  and  the 
work  of  the  Advisory  Council's  five  committees.  The  individual  committee 
reports  are  included  in  the  Appendix  and  provide  useful  background. 

The  Council  urges  that  the  Governor,  the  legislature,  public  agencies  and  the 
private  sector  move  forward  together  to  meet  this  great  challenge  and 


I  extraordinary  opportunity 


H 
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ESTIMATED  BUDGET 
FOR  THE  EXPORT  90s  PROGRAM 


BUDGET  ($  THOUSANDS) 

FY90 

FY91 

A.  Domestic  Promotion  Campaign 

State  = 

Private  Sector  = 

%  75. 
$  50. 

$  75. 
$  50. 

B.  Improved  Education 

State  = 

Private  Sector  = 

$  287.5 
$  112.5 

$  287.5 
$  112.5 

C.  International  Promotion 

State  = 

Private  Sector  = 

$  420. 
$  2085. 

$  720. 
$  2235- 

D.  Improved  Assistance 

State  = 

Private  Sector  = 

$  157.5 
$  150. 

$  82.5 
$  100. 

TOTAL  STATE  CONTRIBUTION 

TOTAL  PRIVATE  SECTOR 
CONTRIBUTION 

$  940. 
$2397.5 

$  1165. 

$2497.5 

NOTES 

1.  This  budget  is  a  consolidation  of  each  of  the  Export  90s  Committee  budgets. 
It  reflects  some  overlap  in  committee  recommendations  and  consequently,  the 
totals  do  not  break  down  along  committee  lines. 

2.  For  greater  detail,  please  refer  to  the  Appendix  for  individual  committee 
reports  and  budget  figures. 
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EXPORT  90s 
EXPORTING  SURVEY 

In  June,  1989,  the  Atlantic  Marketing  Research  Company,  Inc.  was  hired  by  the 
International  Coordinating  Council  to  conduct  a  comprehensive  survey  of 
Massachusetts  companies  involved  in  exporting  and  another  survey  of 
Massachusetts  companies  considering  exporting. 

The  intent  of  both  surveys  was  to  assess  what  types  of  assistance  small  to 
medium-sized  companies  would  find  most  helpful  in  facilitating  their  exporting 
activities.  In  all,  303  companies  were  interviewed  (203  which  are  currently 
involved  in  exporting  and  100  which  are  considering  exporting.) 


EXECUTIVE  SUMMARY 

Increasing  Awareness 

60%  of  the  companies  considering  exporting  cited  insufficient  knowledge  about 
potential  markets  as  the  reason  they  have  not  exported  to  date. 

Non-exporting  respondents  were  not  generally  aware  of  organizations  that 
provide  international  trade/exporting  services.  Only  31%  were  aware  of  the 
international  services  provided  by  the  U.S.  Department  of  Commerce,  19%  were 
aware  of  similar  services  provided  by  the  Small  Business  Administration  and  16% 
were  aware  of  the  international  services  provided  by  the  Massachusetts  Office  of 
International  Trade  and  Investment. 

Marketing 

Both  current  exporters  and  those  considering  exporting  cited  information  on 
trade  leads,  emerging  markets  and  market  research  as  items  which  would  be 
helpful  to  their  exporting  activities.  For  current  exporters,  the  percentages  were 
75%,  67%,  and  61%,  respectively.  For  those  considering  exporting,  they  were 

86%,  84%,  and  83%. 

Over  half  of  those  currently  exporting  have  participated  in  international  trade 
shows.  Of  that  group,  79%  indicated  that  their  participation  led  to  increased  sales 
for  their  companies. 

59%  of  current  exporters  indicated  they  would  be  somewhat/very  likely  to  use  a 
Massachusetts  overseas  office  to  facilitate  their  exporting  activities. 

Education 

Both  current  exporters  and  those  considering  exporting  feel  workshops/seminars 
on  export-related  topics  are  helpful.  This  includes  61%  of  current  exporters  and 
81%  of  those  considering  exporting. 

80%  of  current  exporters  indicated  that  they  would  attend  specialized  training  of 
some  kind  to  facilitate  their  exporting  activities. 
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SURVEY  OF  CURRENT  EXPORTERS 


INTRODUCTION 

The  Atlantic  Marketing  Research  Company,  Inc.,  was  hired  by  the  International 
Coordinating  Council  in  June  1989  to  conduct  a  comprehensive  survey  of 
Massachusetts  companies  involved  in  exporting  and  another  survey  of 
Massachusetts  companies  considering  exporting. 

The  focus  of  the  surveys  was  to  provide  reliable,  projectable  data  on  the  types  of 
technical  assistance  that  would  prove  most  beneficial  to  businesses  involved  in  or 
considering  exporting  products  and/or  services. 

The  surveys  were  administered  simultaneously  between  July  10  to  July  14,  by 
Atlantic  from  its  centralized  phone  bank  facility  in  Boston.  In  all,  303  corporate 
executives  were  interviewed  (203  in  companies  involved  in  exporting  and  100  in 
companies  considering  exporting). 

The  results  of  the  two  surveys  are  reported  separately.  The  following  report 
analyzes  the  results  of  the  exporters  survey  only. 


EXECUTIVE  SUMMARY 

•  Companies  have  been  more  likely  to  become  exporters  because  of  a 
perception  of  a  foreign  market  (62%)  and/or  an  opportunistic  sale  (62%) 
than  for  any  other  reason. 

•  Over  the  past  two  years,  67%  of  the  responding  export  companies  have 
experienced  increased  export  sales,  and  only  7%  indicated  that  export  sales 
have  declined. 


• 


• 


Among  those  who  indicated  that  their  export  sales  have  increased,  40%  said 
that  it  was  because  of  increased  demand,  33%  said  marketing,  and  10%  said 
fluctuation  in  the  dollar. 

Over  four-fifths  (81%)  of  the  respondents  indicated  that  they  expected  their 
firm's  export  sales  to  increase  over  the  next  two  years,  and  only  3%  claimed 
that  export  sales  are  expected  to  decrease. 

Among  those  who  feel  that  their  companies'  export  sales  will  increase  over 
the  next  two  years,  31%  indicated  that  it  will  result  from  increased  demand 
and  the  same  percentage  said  it  will  result  from  more  concentrated  marketing. 
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Among  those  who  feel  that  their  companies'  export  sales  will  increase  over 
the  next  two  years,  29%  said  it  will  increase  from  1%  to  10%,  23%  said 
11%  to  20%.  Over  one-quarter  (27%)  estimated  that  their  export  sales  will 
increase  by  over  20%. 


• 


• 


• 
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In  order  to  handle  their  expectations  for  increased  sales,  23%  felt  that  their 
companies  will  need  more  overseas  labor,  16%  said  they  will  need  an 
overseas  distributor,  15%  said  increased  financing,  and  10%  said  increased 
capital. 

Perceptions  of  the  biggest  obstacles  to  their  companies'  abilities  to  export 
more  included  lack  of  overseas  demand  (17%)  and  the  lack  of  overseas 
marketing  (14%). 

While  18%  felt  that  foreign  trade  barriers  are  a  significant  obstacle  for 
exporting,  only  8%  felt  that  the  federal  government  is  a  significant  obstacle. 

Importantly,  almost  half  (47%)  of  the  respondents  indicated  that  short- 
comings or  problems  in  their  own  company  represent  an  obstacle  to  their 
exporting. 

Organizations  most  frequently  turned  to  for  export  assistance  included:  the 
Regional  Office  of  the  U.S.  Department  of  Commerce  (42%),  the  Small 
Business  Administration  (15%),  colleges  or  university  workshops  or  programs 
(14%),  and  Massport  (12%). 

Over  four-fifths  (82%)  of  the  respondents  have  used  a  freight  forwarding 
company,  and  almost  half  (47%)  of  those  have  used  it  for  more  than  just 
shipping. 

Only  13%  have  used  an  export  management  company. 

Sixty-one  percent  of  the  exporting  respondents  indicated  that  they  are 
members  of  one  or  more  trade  associations. 

Among  those  who  are  members  of  trade  associations,  61%  felt  that  they  had 
access  to  adequate  information  on  international  trade  developments. 

Items  which  respondents  were  most  likely  to  say  would  be  either  very  or 
somewhat  helpful  to  their  exporting  activity  included  trade  leads  (75%), 
local  meetings  with  prospective  buyers  (68%),  current  information  on 
emerging  markets  (67%),  market  research  (61%),  and  workshops/seminars 

(61%). 
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Almost  half  (46%)  of  the  exporting  respondents  would  use  an  on-line 
computer  resource  for  trade  leads,  and  over  three-quarters  of  those  (79%) 
would  be  willing  to  pay  up  to  $100  for  year  long  access  to  an  on-line 
computer  database. 

Forty-four  percent  of  the  respondents  would  be  willing  to  pay  up  to  $100  for 
year  long  access  to  an  on-line  computer  database  of  international  business 
resources. 

Thirty-four  percent  of  the  respondents  would  be  willing  to  pay  a  transaction 
based  fee  or  annual  fee  for  discounted  group  rates  or  a  package  of  export 
related  services. 

Over  half  (56%)  of  the  exporting  respondents  said  that  their  companies  had 
participated  in  international  trade  shows.  Of  those,  20%  indicated  that  the 
trade  shows  had  been  government  led  and  79%  stated  that  their  participation 
had  resulted  in  increased  export  sales. 

Among  the  exporting  respondents  whose  companies  have  not  participated  in 
trade  shows,  47%  would  be  interested  in  attending  government  led  shows 
and  60%  would  be  interested  in  attending  other  trade  shows. 

Almost  three-quarters  (72%)  of  the  exporting  respondents  indicated  that  their 
firms  work  with  foreign  agents  or  distributors,  and  only  27%  said  that  their 
firms  maintain  an  overseas  office. 

Fifty-nine  percent  of  the  exporting  respondents  indicated  that  they  would 
use  a  Massachusetts  overseas  office  for  one  or  more  services. 

Almost  one-third  of  the  exporting  respondents  would  be  willing  to  pay  a 
transaction-based  fee  for  occasional  use  of  space  and  staff  in  a  Massachusetts 
overseas  office.  Locations  most  frequently  mentioned  for  such  an  office 
included  London  (17%),  Frankfurt  (10%),  Europe  in  general  (10%)  and  Tokyo 
(9%). 

One-third  (33%)  of  the  exporting  respondents  felt  that  the  advent  of  the 
Single  European  Market  would  alter  their  business  strategy  in  Europe.  The 
reasons  most  frequently  mentioned  were  the  need  to  open  a  European  office 
(19%),  the  ability  to  meet  increased  opportunities  (10%),  and  the  need  to 
become  more  aggressive  in  their  marketing  (9%). 

Eighty  percent  of  the  exporting  respondents  indicated  that  they  would  attend 
training  of  some  kind  to  facilitate  their  exporting. 
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Seminar  topics  which  exporting  respondents  would  be  most  willing  to  attend 
included  international  marketing  (57%)  and  industry-specific  export 
opportunities  (56%). 

Location  was  not  important  (61%)  to  those  who  would  be  willing  to  attend  a 
seminar  or  program  on  international  trade. 

Skills  which  exporting  respondents  were  most  likely  to  indicate  are  critically 
important  for  new  employees  who  would  work  in  exporting  included 
marketing  skills  (42%)  and  familiarity  with  freight  forwarding  and  customs 
brokers  (39%). 


METHOD 

Sampling 

Atlantic  received  a  sample  of  1,075  Massachusetts  companies  currently  engaged  in 
exporting  in  select  SIC  codes  including  manufacturing,  transportation, 
communications,  energy,  business  services  and  other  industries.  These  companies 
were  then  used  as  the  sampling  frame  for  the  survey.  Atlantic  randomly  selected 
companies  from  this  list  in  order  to  complete  203  interviews.  The  203  completed 
interviews  represent  a  probability  sample  of  all  exporting  companies  in  the  select 
SIC  codes,  and  results  based  on  the  sample  are  statistically  accurate  at  a  95% 
confidence  level  with  a  conservatively  estimated  +/-  7%  margin  of  error.* 

Data  Collection 

Upon  reaching  a  selected  business  by  telephone,  an  interviewer  indicated  that 
he/she  was  calling  on  behalf  of  the  Governor's  Export  90 's  Initiative  and  asked  to 
speak  to  the  President,  Vice  President  or  Director  of  Marketing  in  that  order.  The 
purposes  of  the  survey  were  then  stated  along  with  assurances  of  interview 
confidentiality. 

The  participating  company's  name  was  then  confirmed  along  with  the  fact  that 
the  company  is  currently  engaged  in  exporting  its  goods  or  services.  The 
interviewer  then  asked  an  array  of  over  40  questions. 

A  profile  of  the  survey  participants  follows. 


"The  margin  of  error  around  individual  survey  results  may  be  as  high  as  7%  for  distributions  of  50%/50%, 
or  as  low  as  1.3%  for  distributions  as  divergent  as  98%/2%. 
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PROFILE  OF  SURVEY  PARTICIPANTS 


CATEGORY 

PERCENT 

Employment  here 

1  to  25 

27% 

26  to  50 

30% 

51  to  75 

15% 

76  or  more 

28% 

Employment  total 

1  to  25 

25% 

26  to  50 

31% 

51  to  75 

13% 

76  or  more 

31% 

Annual  sales  volume 

$  2.5  million  or  less 

31% 

2.6  million  to  50  million 

27% 

5.1  million  to  10.0  million 

18% 

10.1  million  or  more 

24% 

Industry 

Food  Products 

3% 

Textile/Apparel 

4% 

Lumber/Furniture/Paper/Printing 

5% 

Chemicals/Rubber/Plastic  Products 

5% 

Stone/Clay/Glass/Concrete 

2% 

Primary/Fabricated  Metals 

10% 

Machinery 

21% 

Electrical/Transportation 

15% 

Measuring  Instruments 

17% 

Miscellaneous  Machinery 

5% 

Business  Services 

11% 

Other 

3% 

Years  exporting 

less  than  2 

7% 

2  to  5 

33% 

6  to  10 

20% 

more  than  10 

40% 

Number  of  personnel  engaged  in  exporting 

1  15% 

2  to  5  46% 
6  to  10  11% 
11  to  20  6% 
21  or  more  16% 
DK  5% 


Importantly,  analysis  of  subgroups  or  categories  of  respondents  like  those  profiled 
above  are  subject  to  broader  error  margins  than  are  the  overall  results. 
Interpretations  of  subgroup  analysis,  therefore,  must  be  made  cautiously. 
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RESULTS 

Reasons  for  Exporting 

The  primary  reasons  why  companies  began  exporting  their  products  and  services 
were  perceptions  of  viable  foreign  markets  and  opportunistic  sales.  Both  of  these 
reasons  were  mentioned  by  62%  of  the  respondents.  These  reasons  were 
followed  by  the  chairman  or  president's  commitment  to  the  idea,  an  opportunity 
which  arose  from  a  domestic  trade  show,  an  opportunity  which  arose  from  an 
international  trade  show  and  a  weakness  in  the  domestic  market. 


REASONS  COMPANIES  BEGAN  EXPORTING 

Reasons 

Percent 

perception  of  foreign  market 

62% 

an  opportunistic  sale 

62% 

the  chairman/president's 
commitment 

40% 

an  opportunity  from  a  domestic 
trade  show 

27% 

an  opportunity  from  an 
international  trade  show 

24% 

weakness  in  the  domestic  market 

15% 
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Exports  Increasing/Decreasing  and  Obstacles 

Roughly  two-thirds  (67%)  of  the  exporting  companies  indicated  that  their  exports 
had  increased  over  the  past  two  or  three  years,  25%  indicated  that  they  had 
stayed  the  same  and  only  7%  said  that  their  exports  had  decreased. 


EXPORT  LEVEL   CHANGE 

PAST  TWO  OR  THREE  YEARS 


INCREASE  STAY  SAME  DECREASE 


DK 


The  principal  reasons  why  exports  have  increased  include  increased  customer 
demand  (40%),  increased  customer  marketing  (33%)  and  fluctuation  in  the  dollar 
(10%).  Among  the  small  group  whose  export  activity  has  decreased,  the  primary 
reasons  include  concentration  on  the  domestic  market  (29%),  decreased  demand 
for  their  product  or  service  (21%)  and  fluctuation  in  the  dollar  (14%). 

Over  four-fifths  (81%)  of  the  companies  expect  their  exports  to  increase  over  the 
next  two  years,  14%  expect  them  to  remain  the  same  and  only  3%  expect  them 
to  decline. 
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EXPORT  LEVEL  CHANGE 

NEXT  TWO  YEARS 


10Q 


INCREASE  STAY  SAME  DECREASE 


DK 


The  principal  reason  why  they  expect  exports  to  increase  include  greater 
concentration  on  marketing  (31%),  expectations  of  increased  customer  demand 
for  their  products  and  services  (31%),  more  sales  personnel  (7%)  and  increased 
product  lines  (7%).  Increased  financing/capital  (25%),  more  overseas  labor  (23%), 
and  overseas  distributors  (16%)  were  mentioned  most  frequently  as  resources 
companies  expect  to  need  in  order  to  meet  their  increased  exporting  activity. 

When  asked  what  they  considered  to  be  the  biggest  obstacle  to  their  companies' 
ability  to  export  more,  lack  of  demand  (17%),  lack  of  marketing  ability  (14%), 
lack  of  an  overseas  distributor  (5%)  and  customer  regulations  (5%)  were 
mentioned  most  often. 

While  only  18%  of  the  exporting  companies  indicated  that  foreign  trade  barriers 
represented  a  significant  obstacle  for  their  exporting,  42%  claimed  that  they  were 
a  minor  obstacle.  These  percentages  did  not  fluctuate  broadly  for  different 
categories  of  respondents. 
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FOREIGN  TRADE  BARRIERS 

REPRESENT  OBSTACLE 


50 


40 


30  - 


20  - 


10 


PERCENT  •YES- 


SIGNIFICANT  MINOR 

OBSTACLE 


DK 


In  general,  problems  with  the  federal  government  were  less  likely  than  foreign 
trade  barriers  to  be  perceived  as  an  obstacle  for  exporting.  Only  8%  of  the 
exporting  companies  considered  problems  with  the  federal  government  to  be  a 
significant  obstacle,  while  31%  considered  them  to  be  a  minor  obstacle.  These 
perceptions  did  not  change  very  much  for  different  categories  of  respondents. 


FEDERAL  GOVERNMENT 

REPRESENTS  OBSTACLE 


PERCENT  'YES' 


SIGNIFICANT 


MINOR  NO 

OBSTACLE 


DIC 
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Interestingly,  almost  half  (47%)  of  the  exporting  companies  considered  short- 
comings or  problems  in  their  own  companies  to  be  obstacles  to  their  exporting. 
The  problems  were  considered  more  acute  by  those  who  have  been  exporting  for 
five  years  or  less  and  less  acute  by  those  who  have  been  exporting  for  more  than 
10  years. 


CO.  PROBLEMS  ARE  OBSTACLES 
BY  LENGTH  OF  TIME  EXPORTING 


PERCENT  'YES 
60r 


5  OR  LESS  6  TO  10  MORE  THAN  10 

YEARS  EXPORTING 


Also,  companies  with  more  than  $10  million  sales  volume  were  somewhat  less 
likely  than  companies  with  sales  volume  of  $2.5  million  or  less  to  indicate  that 
internal  company  shortcomings  represented  obstacles  to  their  exporting. 
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CO.  PROBLEMS  ARE  OBSTACLES 
BY  SALES  VOLUME 


PERCENT  "YES- 


<  2.5  MILLION     2.6-5. 0  MILLION  5.1-1O.0  MILLION    >  10.0  MILLION 
SALES 


In  addition,  perceptions  of  internal  company  shortcomings  as  obstacles  to 
exporting  were  mildly  related  to  exports  as  a  percentage  of  total  sales.  Companies 
in  which  exports  represent  21%  or  more  of  their  total  sales  volume  were  less 
likely  to  indicate  that  internal  company  shortcomings  were  obstacles  to  their 
exporting  than  were  companies  in  which  exports  represent  5  %  or  less  of  their 
total  sales  volume. 


CO.  PROBLEMS  ARE  OBSTACLES 
BY  EXPORTS  AS  %  OF  SALES 


PERCENT  "YES" 


\%  TO  5* 


6%  TO  20%  21%  OR  MORE 

PERCENT  OF  SALES 
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Organizations  for  Exporting  Assistance 

Most  exporting  companies  surveyed  have  not  turned  to  any  of  the  major  public 
agencies  or  other  organizations  with  international  expertise  for  assistance.  Among 
those  called  for  assistance,  though,  the  most  frequently  mentioned  was  the 
Regional  Office  of  the  U.  S.  Department  of  Commerce.  Forty-two  percent  of  the 
exporting  companies  have  turned  to  this  federal  agency.  The  next  most  frequently 
mentioned  organization  was  the  Small  Business  Administration,  but  only  15% 
turned  to  it  for  assistance. 

In  general,  large  majorities  of  companies  who  turned  to  these  organizations  for 
assistance  felt  that  their  needs  were  met. 


DID  THE  AGENCY'S  SERVICE  MEET 

YOUR  NEEDS  AT  THAT  TIME? 

(listed  in  order  of  frequency  of  mentions) 

Organizations 

Yes 

No 

dk 

(n) 

Regional  Office  of  the 
U.  S.  Dept.  of  Commerce 

85% 

14% 

1% 

(88) 

Small  Business  Administration 

73% 

20% 

7% 

(30) 

College  Workshops/Programs 

79% 

14% 

7% 

(29) 

Massport 

74% 

17% 

9% 

(23) 

Smaller  Business  Assoc, 
of  New  England 

77% 

15% 

8% 

(13) 

Int'l.  Business  Center 
of  New  England 

67% 

17% 

17% 

(12) 

Mass.  Office  of  Int'l. 
Trade  and  Investment 

83% 

8% 

8% 

(12) 

Mass.  Industrial  Finance 
Authority 

80% 

20% 

0% 

(5) 

Local  Small  Business 
Development  Center 

100% 

0% 

0% 

(3) 
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Over  four-fifths  of  the  exporting  companies  have  used  a  freight  forwarding 
company,  but  companies  with  more  than  $10  million  in  annual  sales  volume  have 
been  slightly  more  likely  to  use  one  than  have  companies  with  $2.5  million  in 
annual  sales  volume  or  less. 


USE  FREIGHT  FORWARDING  CO 

BY  SALES  VOLUME 


<  l.  3  MILLION  2.1-   3D  MILLION  3  I  -  10  D  MILLION  >  ID. 1  MILLION 


SALES 


KES     zmno 


Also,  companies  whose  exports  are  greater  than  10%  of  their  total  sales  revenues 
have  been  more  likely  to  use  a  freight  forwarding  company  than  have  companies 
whose  exports  represent  a  smaller  percentage  of  their  annual  sales  volume. 


USE  FREIGHT  FORWARDING  CO 

BY  EXPORTS  AS  A  PERCENT  OF 

SALES 


ioar 

-tli  ■  L  L 

1«  TO  5*  6*  TO  (0%  (IK  TO  20%        21*  OR  MORE 

PERCENT 


IVES       E73N0 
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Almost  half  (47%)  of  all  exporting  companies  have  used  freight  forwarding 
companies  for  more  than  just  shipping.  It  seems,  as  well,  that  the  longer  a 
company  has  been  exporting  the  more  likely  it  has  used  a  freight  forwarding 
company  for  more  than  just  shipping.  While  over  half  (52%)  of  the  companies 
that  have  been  exporting  for  more  than  10  years  have  used  a  freight  forwarding 
company  for  more  than  just  shipping,  only  41%  of  those  who  have  been 
exporting  for  five  years  or  less  have  done  so. 


USE  FREIGHT  FORWARDING   CO 

FOR  MORE  THAN  JUST  SHIPPING 
BY  NUMBER  OF  YEARS  EXPORTING 


LESS  THAN  5  6  TO  10  11  OR  MORE 

YEARS  EXPORTING 

■|YES        [Z2NO 


Also,  companies  whose  annual  sales  volume  exceeded  $10  million  have  been 
more  likely  to  use  a  freight  forwarding  company  for  more  than  just  shipping  than 
have  been  companies  with  lower  sales,  particularly  those  with  $2.5  million  or 
less. 
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USE  FREIGHT  FORWARDING  CO 

FOR  MORE  THAN  JUST   SHIPPING 
BY   SALES  VOLUME 


<25  MILLION  2  [-5  0  MILLION  5  1-1D  M  ILL  IOK 

SALES 
■  YES      777AH0 


>  111  MILLION 


In  general,  there  was  no  association  between  use  of  an  export  management 
company  and  particular  categories  of  respondents,  except  for  annual  sales 
volume.  Companies  with  more  than  $10  million  in  annual  sales  were  more  likely 
to  indicate  that  they  use  an  export  management  company  than  were  companies 
with  $2.5  million  or  less. 


USE  AN  EXPORT  MANAGEMENT  CO 
BY  SALES  VOLUME 


100 


80 


eo 


40 


20 


1 


[MM 


I 


s 

I 

I 


ik 


I 


(25  MILLION  2. 6-5. 1  MILLION  5  1  -   II  I  MILLION  >  10  I  MILLION 

SALES 

Hyes      EZ3no 
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Roughly  three-fifths  (61%)  of  the  exporting  companies  indicated  that  they 
belonged  to  one  or  more  trade  associations,  and  of  those,  the  same  percentage 
(61%)  said  that  they  had  adequate  access  to  information  on  international  trade 
development  from  the  trade  association. 

Manufacturing  companies  were  more  likely  to  indicate  that  they  had  access  to 
adequate  information  on  international  trade  developments  from  trade  associations 
than  were  service  companies.  Two-thirds  (66%)  of  the  manufacturing  companies 
indicated  that  they  had  adequate  access  to  information,  but  only  half  (47%)  of 
the  service  companies  felt  this  way. 


HAVE  ACCESS  TO  ADEQUATE  INFORMATION 

ON  INTERNATIONAL  TRADE  DEVELOPMENTS  FROM 

TRADE  ASSOCIATIONS  BY  INDUSTRY 


Industry 

manufacturing 


Yes 


No 


dk 


66%         27%  7% 


service 


47%        53% 


0% 


Types  of  Exporting  Assistance 

The  types  of  assistance  that  exporting  companies  would  find  most  helpful  to 
their  exporting  activity  tended  to  be  associated  with  potential  client  contacts  and 
market-related  assistance.  Workshops/seminars  were  also  considered  helpful  by 
over  60%  of  the  exporting  companies.  Computer  assistance,  help  in  dealing  with 
the  federal  agencies,  documentation  assistance,  discounted  rates  for  legal  and 
accounting  services  and  translation  services  were  considered  less  helpful. 
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ITEMS  THAT  WOULD  BE  HELPFUL 

TO  EXPORT  ACTIVITY 

(in  order  of  frequency  of  very/somewhat  helpful) 

Item 

Very/somewhat 
Helpful 

Unhelpful 

dk 

trade  leads 

75% 

23% 

2% 

local  mtgs.  with 
foreign  buyers 

68% 

33% 

1% 

current  information 
on  emerging  markets 

67% 

32% 

2% 

market  research 

61% 

38% 

1% 

workshops/seminars 

61% 

34% 

4% 

on-line  computer 
database  of  intern- 
national  business 

57% 

40% 

2% 

resources 

assistance  in  dealing 
with  federal  agencies 

54% 

43% 

3% 

documentation 
assistance 

53% 

45% 

2% 

discounted  rates  for 
legal,  accounting,  etc. 

52% 

45% 

3% 

translation  services 

52% 

47% 

1% 
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Almost  half  (46%)  of  the  exporting  companies  would  use  on-line  computer 
resources  for  trade  leads  if  it  was  available,  and  roughly  one-third  (36%)  would 
be  willing  to  pay  up  to  $100  for  one  year  access  to  an  on-line  computer  database 
for  sales  leads.  The  percentage  drops  steadily  until  the  cost  reaches  $750  per 
year. 

The  percentages  of  those  who  indicated  that  they  would  pay  for  an  on-line 
computer  database  of  international  business  resources  was  similar,  but  slightly 
higher. 


PAY  FOR  ACCESS  TO 

ON-LINE  DATABASES 


PERCENT  "YES- 


1100 


1250  1500 

WOULD  PAY 


m   MM 

$750  $1,000 


ISALE5LEADS       EZ23  IMT"L  BUSIN  ESS 


Roughly  one-third  (34%)  of  the  exporting  companies  indicated  that  they  would 
be  willing  to  pay  a  transaction-based  fee  for  discounted  group  rates  on  a  package 
of  export  related  services  such  as  legal,  accounting,  insurance  or  trade 
counseling.  A  slightly  lower  percentage  (30%)  would  be  willing  to  pay  a 
transaction-based  fee  for  occasional  use  of  space  and  staff  in  a  Massachusetts 
overseas  office. 

When  asked  how  likely  they  would  be  to  use  a  Massachusetts  overseas  office  for 
a  variety  of  specific  purposes,  59%  said  that  they  would  be  either  very  or 
somewhat  likely.  More  respondents  said  they  would  be  either  very  or  somewhat 
likely  to  use  it  for  translation  services  (44%)  than  any  other  purpose.  The  next 
most  frequently  mentioned  purpose  was  to  follow  up  on  trade  leads  (37%). 
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LIKELIHOOD  OF  USING  MASSACHUSETTS 
OVERSEAS  OFFICE 

Very/somewhat 
Purpose                                  Likely 

Somewhat/very 
Unlikely 

dk 

provide  translation                  44% 

54% 

1% 

services 

follow  up  on  trade 

leads                                         37% 

62% 

1% 

provide  clerical 

support                                      28% 

71% 

2% 

provide  business                      28% 

71% 

2% 

services 

(e.g.  fax,  copier,  pc) 

arrange  meetings                      27% 

71% 

2% 

provide  temporary                  27% 
office 

72% 

1% 

Among  the  exporting  companies  who  would  find  an  overseas  office  helpful, 
London  (17%)  was  mentioned  most  often  as  a  preferred  location,  followed  by 
Frankfurt  (10%),  Europe  in  general  (10%)  and  Tokyo  (9%). 

Trade  Shows 

A  majority  (56%)  of  exporting  companies  have  participated  in  international  trade 
shows.  Companies  whose  exports  represent  1%  to  5%  of  their  total  sales  volume 
were  less  likely  than  others  to  have  participated  in  international  trade  shows,  and 
those  whose  exports  represent  21%  or  more  were  more  likely. 
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HAS  CO,  PARTICIPATED  IN 

INTERNATIONAL  TRADE  SHOWS  BY 
EXPORTS  AS  A  %  OF  TOTAL  SALES 


IK  TO  5*  6%  TO  10*  111  TO  20X 

PERCENT 

Myes      E23no 


21K  OR  MORE 


Companies  with  over  $10  million  in  annual  sales  volume  were  more  likely  than 
companies  with  lower  sales  volume  to  indicate  that  they  had  participated  in 
international  trade  shows. 


HAS  COMPANY  PARTICIPATED  Ih 

INTERNATIONAL  TRADE  SHOWS  BY 

SALES  VOLUME 


8Qr 


<  2  5  MILLION 


2  6  -    50  MILLION  5.1  -  10  0  MILLION 

SALES 

■Iyes      EZ2N0 


>  10.1  MILLION 


Among  the  participants  in  international  trade  shows,  20%  had  participated  in 
government  led  ones. 
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Among  the  exporting  companies  who  have  not  participated  in  trade  shows, 
47%  would  be  interested  in  attending  government  led  ones  and  60%  would  be 
interested  in  attending  other  trade  shows. 

In  general,  the  exporting  companies  (78%)  who  have  participated  in  international 
trade  shows  agreed  that  their  participation  has  resulted  in  increased  export  sales. 
Companies  whose  exports  represent  only  1%  to  5%  of  their  total  sales  were  less 
likely  than  those  whose  exports  represent  higher  percentages  to  agree. 


HAS  PARTICIPATION  IN  INTERNATIONAL 
TRADE  SHOWS  RESULTED  IN  INCREASED  SALE 
BY  EXP0RT5  AS  A  %  OF  TOTAL  SALES 


1*  TO  5*  6*  TO  10*  It*  TO  20* 

PERCENT 


21*  OR  MORE 


Training 

Eighty  percent  of  the  exporting  companies  indicated  that  they  would  attend 
training  of  some  kind  to  facilitate  their  export  activities.  Over  one-third  (37%) 
said  they  would  commit  the  time  and  staff  to  attend  a  comprehensive  three  day 
export  training  program  and  between  25%  to  57%  would  be  willing  to  attend 
workshops/seminars  on  a  list  of  specific  international  trade  topics. 
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Seminar  topics  which  majorities  of  exporting  companies  would  be  most  willing 
to  attend  include  international  marketing  and  industry-specific  exporting  oppor- 
tunities. Topics  which  were  of  least  interest  were  transportation  and  foreign 
culture  and  business  diplomacy. 


SEMINAR  TOPICS  COMPANIES  WOULD  BE 
WILLING  TO  ATTEND 

Topic 

yes 

no 

dk 

international  marketing 

57% 

41% 

3% 

industry-specific 
export  opportunities 

56% 

40% 

4% 

licensing 

42% 

56% 

2% 

region-specific 
exporting 

41% 

53% 

5% 

export  financing 

37% 

62% 

2% 

foreign  culture  and 
business  diplomacy 

29% 

69% 

2% 

transportation 

25% 

74% 

1% 

Specific  skill  areas  which  exporter  companies  were  most  likely  to  consider 
critically  important  for  new  employees  engaged  in  exporting  activity  included 
marketing  skills  and  familiarity  with  freight  forwarding  and  customs  brokers.  Skill 
areas  they  were  least  likely  to  consider  critically  important  were  foreign  language 
skills  and  knowledge  of  export  financing. 
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SKILLS  CONSIDERED  IMPORTANT 

FOR  NEW  EMPLOYEES 

ENGAGED  IN  EXPORTING  ACTIVITIES 

Area 

Critically 
Important 

Somewhat 
Important 

Unimportant 

dk 

marketing  skills 

42% 

35% 

24% 

0% 

familiarity  with 
forwarding/ 
customs  brokers 

39% 

37% 

22% 

1% 

country/region- 
specific  expertise 

26% 

40% 

33% 

1% 

knowledge  of 
export  financing 

21% 

42% 

36% 

1% 

foreign  language 
skills 

18% 

50% 

32% 

1% 

In  general,  exporting  companies  with  the  highest  sales  volumes  and  those  whose 
exports  represent  over  20%  of  their  total  annual  sales  were  somewhat  more  likely 
than  the  respondents  in  general  to  claim  that  each  of  the  skills  was  critically 
important.  The  one  exception  was  for  marketing  skills,  for  which  they  agreed  at 
roughly  the  same  levels  that  it  was  critically  important. 
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PERCENTAGE  OF  SELECT  GROUPS  WHO 
CONSIDER  SKILL  AREAS  CRITICALLY  IMPORTANT 

Area 

All 
Respondents 

Sales  are 
$10  mil 

or  more 

Exports 

Represent 

21%  or  more 

marketing  skills 

42% 

42% 

36% 

familiarity  with 
freight  forwarding/ 
customs  brokers 

39% 

44% 

53% 

country/region- 
specific  expertise 

26% 

31% 

30% 

knowledge  of 
export  financing 

21% 

29% 

30% 

foreign  language 
skills 

18% 

21% 

23% 

CONCLUSION 

In  conclusion,  the  survey  results  indicate  quite  clearly  that  the  reasons  why 
companies  entered  export  markets,  their  current  need  and  use  of  exporting 
resources,  and  the  services  they  would  find  most  helpful  to  increasing  their 
exporting  activity  are  all  related  to  identifying  and  acting  upon  sales/trade  leads 
and  market  opportunities. 

Specifically,  62%  of  the  exporting  companies  indicated  that  one  of  the  main 
reasons  they  began  exporting  was  because  of  a  perception  of  a  foreign  market. 
The  same  percentage  mentioned  that  an  opportunistic  sale  was  also  a  main 
reason.  These  responses  far  outweighed  several  other  considerations. 

Also,  the  type  of  assistance  that  exporting  companies  were  most  likely  to  indicate 
would  be  either  very  or  somewhat  helpful  to  their  exporting  were  trade  leads 
(75%)  and  local  meetings  with  foreign  buyers  (68%).  Current  information  on 
emerging  markets  was  mentioned  third  (67%)  and  market  research  (61%),  and 
workshops/seminars  (61%)  were  mentioned  fourth. 
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In  addition,  the  types  of  seminar  topics  that  exporting  companies  indicated  they 
would  be  most  willing  to  attend  were  international  marketing  (57%)  and 
industry-specific  export  opportunities. 

Indeed,  it  is  quite  clear  as  well  that  exporting  companies  would  be  willing  to  pay 
fees  for  many  of  these  services. 


25 


Survey  of  Companies 
Considering  Exporting 


ATLANTIC  MARKETING  RESEARCH  COMPANY,  INC. 

109  State  Street,  2nd  Floor 

Boston,  MA  02109 

(617)  720-0174 


FINAL  REPORT 

ON  A  COMPREHENSIVE  SURVEY  OF 

BUSINESSES  IN  MASSACHUSETTS 

CONSIDERING  EXPORTING 

July  1989 


prepared  for: 

THE  INTERNATIONAL  COORDINATING  COUNCIL 

53  MOUNT  VERNON  STREET 

BOSTON,  MA  02108 


TABLE  OF  CONTENTS 

INTRODUCTION 1 

EXECUTIVE   SUMMARY 1 

METHOD 2 

Sampling 2 

Data  Collection 3 

RESULTS 4 

Reasons  for  Not  Exporting 4 

Organizations  for  Exporting  Assistance 5 

Types  of  Exporting  Assistance 6 

Employee  Skills  that  Would  be  Helpful 8 

Training 9 

Foreign  Buyer  Prospects 10 

CONCLUSION 13 

APPENDIX 

Questionnaire  and  extended  codes  for  open-ended  questions 


SURVEY  OF  COMPANIES  CONSIDERING  EXPORTING 


INTRODUCTION 

The  Atlantic  Marketing  Research  Company,  Inc.,  was  hired  by  the  International 
Coordinating  Council  in  June  1989  to  conduct  a  comprehensive  survey  of 
Massachusetts  companies  involved  in  exporting  and  another  survey  of  Massachusetts 
companies  considering  exporting. 

The  focus  of  the  surveys  was  to  provide  reliable,  protectable  data  on  the  types  of 
technical  assistance  that  would  prove  most  beneficial  to  businesses  involved  in  or 
considering  exporting  products  and/or  services. 

The  surveys  were  administered  simultaneously  between  July  10  to  July  14,  by 
Atlantic  from  its  centralized  phone  bank  facility  in  Boston.  In  all,  303  corporate 
executives  were  interviewed  (203  in  companies  involved  in  exporting  and  100  in 
companies  considering  exporting.) 

The  results  of  the  two  surveys  are  reported  separately.  The  following  report 
analyzes  the  results  of  those  considering  exporting  only. 

EXECUTIVE  SUMMARY 


o 


« 


• 


The  reasons  most  frequently  mentioned  why  companies  have  not  exported  up 
to  now  include  satisfaction  with  the  domestic  market  (63%),  insufficient 
knowledge  about  potential  markets  (60%),  inadequate  staff  for  export  planning 
and  follow-through  (41%)  and  no  prior  interest  (37%). 

The  single  most  important  reason  why  companies  have  not  exported  up  to  now 
is  satisfaction  with  the  domestic  market  (30%),  but  almost  as  many  respondents 
said  insufficient  knowledge  about  potential  markets  (29%). 

Items  which  non-exporting  respondents  were  most  likely  to  say  would  be  either 
very  or  somewhat  helpful  if  they  began  exporting  include  local  meetings  with 
prospective  foreign  buyers  (92%),  trade  leads  (86%),  current  information  on 
emerging  markets  (84%),  and  market  research  (83%).  Workshops/seminars  were 
also  considered  helpful  (81%). 

More  non-exporting  respondents  said  they  would  turn  to  their  attorney  (29%) 
for  initial  advice  about  exporting  than  to  any  other  source.  Roughly  17%  said 
they  would  turn  to  the  U.  S.  Department  of  Commerce  and  15%  mentioned  the 
Massachusetts  Office  of  International  Trade  and  Investment. 

Skills  which  non-exporting  respondents  were  most  likely  to  say  were  critically 
important  for  employees  who  would  be  working  on  exporting  include 
knowledge  of  export  financing  (44%),  marketing  skills  (43%),  foreign  language 
skills  (39%),  and  familiarity  with  freight  forwarding  and  customs  brokers  (38%). 
Only  29%  claimed  that  country  or  region-specific  expertise  would  be  critically 
important. 
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• 


• 


• 


• 


• 


Sixty-five  percent  of  the  non-exporting  respondents  indicated  that  they  would 
participate  in  either  comprehensive  training  programs  or  occasional 
workshops/seminars. 

Seminar  topics  of  greatest  interest  included  marketing  overseas  (87%),  U.S.- 
Canada trade  (76%),  identifying  trade  leads  (73%),  and  Europe  1992  (70%). 
Topics  of  less  interest  were  U.S. -Pacific  Rim  trade  (60%),  export  financing 
(59%)  and  U.S.-Latin  American  trade  (51%). 

Location  of  seminars  was  not  an  important  issue  to  over  two-thirds  (68%)  of 
the  non-exporting  respondents,  and  80%  of  the  non-exporting  respondents 
said  that  they  would  be  either  very  or  somewhat  likely  to  attend  seminars  of 
interest  and  importance  if  they  were  held  in  Boston. 

Half  (51%)  of  the  non-exporting  respondents  indicated  that  they  have  been 
approached  by  prospective  foreign  buyers  who  expressed  interest  in  their 
companies'  products. 

Eighty  percent  of  those  who  have  been  approached  by  prospective  foreign 
buyers  have  encouraged  those  opportunities. 

Sixty-five  percent  of  the  non-exporting  respondents  indicated  that  they  would 
be  either  very  or  somewhat  likely  to  move  ahead  and  try  to  export  products 
or  services  if  they  could  get  access  to  a  full  range  of  export-related  services. 

Sixty-three  percent  of  the  non-exporting  respondents  said  that  they  would  be 
either  very  or  somewhat  interested  in  selling  their  products  domestically  to 
someone  who  would  then  sell  them  overseas,  and  this  is  particularly  true  for 
smaller  firms  who  lack  the  resources  to  export  directly. 

Non-exporting  respondents  were  not  generally  aware  of  organizations  that 
provided  international  services.  Thirty-one  percent  were  aware  of 
international  services  provided  by  the  U.  S.  Department  of  Commerce,  19% 
were  aware  of  similar  services  provided  by  the  Small  Business  Administration 
and  16%  were  aware  of  international  services  provided  by  the  Massachusetts 
Office  of  International  Trade  and  Investment. 


METHOD 

Sampling 

Atlantic  received  a  sample  list  of  approximately  600  of  Massachusetts'  fastest 
growing  companies  with  20  or  more  employees  in  select  SIC  codes  including 
manufacturing,  transportation,  communications,  energy,  business  services  and 
other  industries,  and  who  were  not  known  to  be  involved  in  exporting  activity. 


• 
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Using  a  random  selection  procedure,  Atlantic  completed  100  interviews  with 
companies  from  the  above  list  who  are  not  currently  exporting,  but  who  either 
plan  to  begin  exporting  or  who  are  considering  the  possibility  of  exporting. 

The  100  completed  interviews  represent  a  probability  sample  of  all  companies 
with  the  above  mentioned  characteristics,  and  the  survey  results  based  on  this 
sample  are  statistically  accurate  at  a  95%  confidence  level  with  a  +/-  10%  margin 
of  error* 

Data  Collection 

Upon  reaching  a  selected  business  by  telephone,  an  interviewer  indicated  that 
he/she  was  calling  on  behalf  of  the  Governor's  Export  90's  Initiative  and  asked  to 
speak  to  the  President,  Vice  President  or  Director  of  Marketing  in  that  order.  The 
purposes  of  the  survey  were  then  stated  along  with  assurances  of  interview 
confidentiality. 

The  participating  company's  name  was  then  confirmed  along  with  the  fact  that 
that  company  is  currently  considering  exporting  its  goods  or  services.  If  the 
company's  name  was  verified,  as  well  as  the  fact  that  it  was  considering 
exporting,  the  respondent  then  asked  an  array  of  approximately  20  questions. 


A  profile  of  the  survey  participants  follows: 

CATEGORY 

Employment  here 

1  to  25 
26  to  50 
51  to  75 
76  or  more 

Employment  total 

1  to  25 
26  to  50 
51  to  75 
76  or  more 

Annual  sales  volume 

$  2.5  million  or  less 
2.6  million  to  50  million 
5.1  million  to  10.0  million 
10.1  million  or  more 


PERCENT 

14% 
34% 
20% 
32% 


25% 
31% 
13% 
31% 

31% 
27% 
18% 
24% 


*The  error  margins  will  range  from  98%  with  survey  result  distributions  of  approximately  50%/50%  to 
4.3%  for  extreme  distributions  of  roughly  95%/5%. 
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ustry 

Food  Products 

3% 

Textile/Apparel 

4% 

Lumber/Furniture/Paper/Printing 

12% 

Chemicals/Rubber/Plastic  Products 

14% 

Stone/Clay/Glass/Concrete 

3% 

Primary/Fabricated  Metals 

7% 

Machinery 

6% 

Electrical/Transportation 

8% 

Measuring  Equipment 

4% 

Business  Services/Communications 

10% 

Building/Contracting 

12% 

Other 

16% 

Importantly,  analysis  of  subgroups  or  categories  of  respondents  like  those  profiled 
above  are  subject  to  broader  error  margins  than  are  the  overall  results. 
Interpretations  of  subgroup  analysis,  therefore,  must  be  made  cautiously. 


RESULTS 

Reasons  for  Not  Exporting 

The  two  reasons  most  frequently  mentioned  by  companies  for  not  exporting 
were  satisfaction  with  the  domestic  market  (63%)  and  insufficient  knowledge 
about  potential  markets  (60%).  Other  frequently  mentioned  reasons  were 
inadequate  staff  for  export  planning  and  follow-through  (41%)  and  a  lack  of 
interest  until  recently  (37%). 

While  satisfaction  with  the  domestic  market  was  the  single  response  given  most 
frequently  by  respondents,  the  broader  idea  of  insufficient  knowledge  or 
expertise  was  mentioned  more  often,  but  in  a  variety  of  forms.  When  responses 
such  as  insufficient  knowledge  about  potential  markets,  inadequate  staff  for 
export  planning,  don't  know  where  to  go  for  assistance,  lack  of  know-how,  and 
others  are  taken  together,  they  account  for  virtually  all  non-exporters. 
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REASONS  FOR  NOT  EXPORTING 

Reasons 

Percent 

satisfaction  with  domestic  market 

63% 

insufficient  knowledge  about 
potential  markets 

60% 

inadequate  staff  for  export  planning 
and  follow-through 

41% 

no  interest  until  recently 

37% 

don't  know  where  to  go  for  assistance 

29% 

lack  of  know-how 

26% 

uncertainty  about  how  to  obtain 
financing 

21% 

unfamiliarity  with  foreign  language 
and  customs 

19% 

trade  barriers 

14% 

inability  to  obtain  financing 

13% 

U.  S.  government  restrictions 

12% 

inability  of  my  bank  to  provide 
expertise  and  assistance 

8% 

dislike  of  foreign  travel 

2% 

When  asked  which  reason  is  the  most  important  one  for  not  exporting  up  to 
now,  30%  mentioned  satisfaction  with  the  domestic  market,  and  almost  as  many, 
29%,  said  insufficient  knowledge  of  potential  markets.  Inadequate  staff  for  export 
planning  and  follow-through  was  mentioned  by  10%.  This  was  the  third  most 
frequently  mentioned  reason. 


Organizations  for  Exporting  Assistance 

In  general,  companies  considering  exporting  are  not  well  informed  about  the 
international  services  offered  by  the  major  service  providers  in  this  area.  Thirty- 
one  percent  of  the  companies  are  familiar  with  the  international  services  of  the 
U.  S.  Department  of  Commerce,  which  is  more  than  for  any  other.  Nineteen 
percent  expressed  awareness  of  the  international  services  of  the  Small  Business 
Administration  and  16%  mentioned  the  Massachusetts  Office  of  International 
Trade  and  Investment. 
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AWARENESS  OF  ORGANIZATIONS ' 
INTERNATIONAL  SERVICES 

Organization 

Percent 

U.  S.  Department  of  Commerce 

31% 

Small  Business  Administration 

19% 

Mass.  Office  of  International 
Trade  and  Investment 

16% 

Mass.  colleges  and  universities 

12% 

Massport 

11% 

Mass.  Industrial  Finance  Agency 

11% 

Small  Business  Development  Centers 

8% 

International  Business  Center  of 
New  England 

3% 

Types  of  Exporting  Assistance 

When  asked  how  helpful  they  would  find  items  on  a  list  of  export-related 
services,  companies  considering  exporting  most  frequently  mentioned  meetings 
with  prospective  buyers  (92%)  and  trade  leads  (86%).  Information  on  emerging 
markets  (84%)  and  market  research  (83%)  were  mentioned  third  and  fourth  and 
workshops/seminars  (81%)  was  fifth.  Items  which  were  not  considered  as  helpful 
included  discounted  rates  for  services  (79%),  documentation  assistance  (76%), 
translation  services  (71%)  and  on-line  computer  database  (57%). 
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ITEMS  THAT  WOULD  BE  HELPFUL 

TO  EXPORTING 

(in  order  of  frequency  of  very/somewhat  helpful) 

Very/somewhat 

Item 

Helpful 

Unhelpful 

dk 

meetings  with 

prospective 

foreign  buyers 

92% 

7% 

1% 

trade  leads 

86% 

9% 

5% 

information  on 

emerging  markets 

84% 

11% 

5% 

market  research 

83% 

11% 

6% 

workshops/seminars 

81% 

15% 

3% 

discounted  rates  for 

services 

79% 

15% 

6% 

documentation 

assistance 

76% 

22% 

2% 

translation  services 

71% 

24% 

5% 

on-line  computer 

database 

57% 

28% 

16% 

Should  the  respondents  decide  to  begin  exporting,  more  would  turn  to  their 
attorney  (29%)  for  initial  advice  than  to  any  other  resource.  The  U.  S. 
Department  of  Commerce  was  mentioned  second  (17%)  and  the  Massachusetts 
Office  of  International  Trade  and  Investment  (OITI)  was  mentioned  third  (15%). 
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Interestingly,  company  sales  volume  was  mildly  related  to  who  the  companies 
would  turn  to  for  initial  advice.  That  is,  companies  at  all  sales  levels  would 
turn  first  to  their  attorney,  but  companies  with  the  lowest  sales  volume  were 
more  likely  to  say  they  would  turn  to  OITI  than  to  the  U.  S.  Department  of 
Commerce,  and  the  opposite  was  true  of  the  companies  with  the  highest  sales 
volume. 


WHO  WOULD  YOU  TURN  TO 

FOR  INITIAL  ADVICE  BY 
SALES  VOLUME 


*  WHO  MENTION 


<  2.5  MILLION        2.6  •  5.0  MILLION    5.1  •  10.0  MIL  LION       >  10.1  MILLION 

SALES 

^BATTORNEY        ^2  DEPT  OF  COMMERCE        ggUMASSOITI 


Employee  Skills  That  Would  Be  Helpful 

While  many  of  the  companies  considering  exporting  employ  individuals  with 
foreign  language  skills  (71%)  and  foreign  business  experience  (63%),  the  items 
they  would  be  more  likely  to  say  are  critically  important  for  employees  who 
work  in  exporting  are  knowledge  of  export  financing  (44%)  and  marketing 
skills  (43%). 
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SKILLS  THAT  WOULD  BE  IMPORTANT  FOR 

NEW  EMPLOYEES  WHO  WORK 

IN  EXPORTING 

Skill 

Critically 
Important 

Somewhat 
Important 

Unimportant 

dk 

knowledge  of 

export 
financing 

44% 

39% 

14% 

3% 

marketing  skills 

43% 

46% 

11% 

0% 

foreign 

language 

skills 

39% 

45% 

16% 

0% 

familiarity 
with  freight 
forwarding  and 
customs  brokers 

38% 

43% 

13% 

6% 

country  or 

region-specific 

expertise 

29% 

42% 

24% 

6% 

Training 

Sixty-five  percent  of  the  companies  considering  exporting  indicated  that  they 
would  participate  in  export  training  of  some  kind.  Over  one-quarter  said  that 
they  would  participate  in  a  comprehensive  three  day  training  program  to  train 
managers  in  export  financing,  licensing  and  insurance,  and  64%  said  that  they 
would  likely  participate  in  occasional  seminars  on  export-related  topics. 
Training  of  all  kinds  was  considered  more  useful  among  smaller  firms  than 
larger  ones. 


The  export-related  topics  they  expressed  greatest  interest  in  were  marketing 
overseas  (87%),  U.  S  —  Canada  Trade  (76%)  and  identifying  trade  leads  (73%). 
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SEMINAR  TOPICS  OF 
INTEREST  TO  COMPANIES  CONSIDERING 

EXPORTING 

Topic 

YES 

NO 

dk 

marketing  overseas 

87% 

11% 

2% 

U.  S.  -  Canada  Trade 

76% 

21% 

3% 

identifying  trade  leads 

73% 

21% 

6% 

Europe  1992 

70% 

19% 

11% 

U.  S.  -  Pacific  Rim  Trade 

60% 

27% 

13% 

export  financing 

59% 

37% 

5% 

U.  S.  -  Latin  Amer.  Trade 

51% 

40% 

10% 

The  location  of  where  the  export  seminars  would  be  held  was  unimportant 
to  most  respondents  (68%),  but  26%  said  that  they  would  be  more  inclined 
to  attend  export  seminars  if  they  were  held  at  a  local  college  or  university, 
and  only  3  %  would  be  less  inclined  to  attend  if  they  were  held  there.  Eighty 
percent  of  the  companies  indicated  that  they  would  be  either  very  or 
somewhat  likely  to  attend  a  seminar  of  interest  to  them  if  it  was  held  in 
Boston,  16%  would  be  unlikely  to  attend  and  4%  were  unsure. 

Foreign  Buyer  Prospects 

Over  half  (51%)  of  the  companies  considering  exporting  have  been 
approached  by  prospective  foreign  buyers  who  expressed  an  interest  in  their 
products  or  services,  and  80%  of  those  have  encouraged  the  opportunity  to 
work  out  a  business  arrangement. 

Among  the  companies  who  encouraged  the  opportunity  to  work  out  a 
business  arrangement,  over  two-thirds  (68%)  either  sold  products/services  or 
are  currently  negotiating  a  sale.  Among  the  few  who  discouraged  the 
opportunity,  most  claimed  that  it  was  because  of  lack  of  capacity  or  a  lack  of 
staff. 
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Overall,  65%  of  the  companies  considering  exporting  would  be  either  very 
or  somewhat  likely  to  move  ahead  and  try  to  export  products  or  services  if 
they  could  get  access  to  a  full  range  of  export-related  services.  Interestingly, 
the  percentage  fluctuates  greatly  for  companies  with  different  sales  volumes. 
Specifically,  companies  with  $2.5  million  sales  or  less  (69%)  and  companies 
with  $10  million  sales  or  more  (80%)  were  more  likely  to  move  ahead  than 
were  mid-size  companies  (apx.  45%  to  60%). 


LIKELIHOOD  OF  MOVING  AHEAD 

TO  EXPORT  IF  SERVICES  AVAILABLE 

BY  SALES  VOLUME 


100,- 


80  - 


<  2.5  MILLION       2.6  -  5.D  MILLION   5.1-  10.0  MILLION      »  10.1  MILLION 

SALES 

HVERr/SOMEWHT  LIKELY        f£3  VE  RY/SOMEV/HT   UNLIKLr       FFFH  DK 


In  addition,  companies  with  25  or  fewer  employees  (86%)  and  companies 
with  76  or  more  (81%)  were  more  likely  to  move  ahead  than  were 
companies  with  26  to  75  employees  (apx.  40%  to  54%). 


li 


SURVEY  OF  COMPANIES  CONSIDERING  EXPORTING 


LIKELIHOOD  OF  MOVING  AHEAD 

TO  EXPORT  IF  SERVICES  AVAILABLE 

BY  NUMBER  OF  EMPLOYEES 


1  TO  23 


26  TO  50  31  TO  75  76  OR  MORE 

EMPLOYEES 


IVERY/SOMEWHf  LIKELY      £Z3 VEBT/SOMEVHT  UNLIKLY 


IDK 


Almost  two-thirds  (63%)  of  the  companies  would  be  interested  in  selling 
their  products  domestically  to  someone  who  would  then  sell  it  overseas. 
While  companies  with  sales  volumes  of  over  $10  million  (48%)  were 
somewhat  less  likely  to  be  interested  in  this  idea,  companies  with  sales 
volumes  of  less  than  $10  million  were  interested  at  about  the  same  levels 
(apx.  65%  to  68%). 


INTEREST  IN  SELLING  PRODUCT 

DOMESTICALLY  TO  SOMEONE  WHO  WOULD 

THEN  SELL  IT  OVERSEAS  BY  SALES  VOLUME 


2  5  MILLION 


26   -50  MILLION    5  1  -   10. D  MILLION        i  10  1  MILLION 

SALES 


INTERESTED        ^UNINTERESTED 


OK 
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Interestingly,  companies  with  the  smallest  number  of  employees  (79%)  were 
more  likely  to  be  either  very  or  somewhat  interested  in  selling  their  products 
domestically  to  someone  who  would  then  sell  it  overseas,  than  were 
companies  with  larger  staffs  (apx.  55%  to  65%). 


INTEREST  IN  SELLING  PRODUCT 

DOMESTICALLY  TO  SOMEONE  WHO  WOULD 

THEN  SELL  IT  OVERSEAS  BY  EMPLOYEES 


100  r 


1  TO  25 


26  TO  50. 


51  TO  75 


EMPLOYEES 


INTERESTED        V7A  UNINTERESTED 


75  OR  MORE 


DK 


CONCLUSION 

Companies  considering  exporting  have  not  done  so  in  the  past  primarily 
because  of  satisfaction  with  the  domestic  market,  but  insufficient  knowledge 
about  potential  markets  and  a  lack  of  information  or  know-how  on  a  variety 
of  topics  appears  to  underlie  much  of  the  reluctance  to  export. 

As  in  the  case  of  the  exporters  survey,  the  services  that  companies 
considering  exporting  would  find  most  helpful  are  those  involved  in 
establishing  potential  client  contacts  or  sales  leads,  followed  by  more  general 
market  information  about  emerging  trends  and  market  research.  Workshops/ 
seminars  on  export-related  topics,  too,  were  considered  helpful.  Importantly, 
a  large  majority  of  firms  considering  exporting  would  be  either  very  or 
somewhat  likely  to  move  ahead  to  export  their  products  or  services  if  they 
could  obtain  access  to  a  full  range  of  export-related  services. 

In  short,  it  seems  clear  that  many  of  the  companies  who  are  considering 
exporting  have  not  actually  moved  ahead  because  they  do  not  have  sufficient 
knowledge  about  exporting,  but  would  be  willing  to  proceed  if  client  contacts, 
market  data,  training  and  other  export-related  services  were  available. 
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EDUCATION  AND  TRAINING  COMMITTEE  REPORT 


EDUCATION  AND  TRAINING 

In  an  increasingly  competitive  international  marketplace,  business  leaders  of  today 
and  tomorrow  must  be  equipped  to  confront  the  challenges  of  international  trade 
and  to  reap  all  the  benefits  it  has  to  offer.  As  a  consequence,  the  need  for  a 
globally  educated  citizenry  has  never  been  greater. 

In  many  foreign  countries,  such  as  West  Germany  and  Japan,  exporting  and 
thinking  internationally  has  long  been  a  way  of  life.  It  is,  in  fact,  an  ingrained 
part  of  their  cultures.  The  U.S.,  in  contrast,  has  long  kept  its  focus  within  its  own 
borders  concentrating  on  satisfying  its  own  consumer  base.  But  because  of  the 
changing  nature  of  the  international  marketplace,  American  business  leaders  can 
no  longer  afford  to  think  solely  in  terms  of  a  domestic  market.  More  and  more 
U.S.  firms  are  beginning  to  consider  exporting  their  goods  and  services  abroad  as 
a  way  to  remain  internationally  competitive. 

It  is  the  view  of  the  Advisory  Council  that  Massachusetts,  with  its  wealth  of 
international  educational  resources,  is  uniquely  positioned  to  ensure  that  its 
smaller  companies  interested  in  exporting  can  readily  access  all  the  information 
needed  to  export  competitively.  The  challenge  for  the  state  is  to  harness  existing 
international  educational  resources  and  supplement  them  as  necessary  to  provide 
easier  access  to  them  and  to  encourage  many  more  companies  to  get  into 
exporting.  In  this  vein,  it  is  critical  that  the  Governor  provide  leadership  to 
ensure  that  global  education  becomes  and  remains  a  high  priority  for  the 
Commonwealth . 

The  challenge  is  two-fold.  Most  immediately,  there  is  a  need  to  encourage, 
educate  and  guide  Massachusetts  businesses  with  internationally  competitive 
products  to  realize  their  export  potential.  While  educational  resources  are 
currently  available  in  the  Commonwealth,  many  smaller  companies  do  not  have 
the  time  to  locate  seminars  and  programs  which  would  best  meet  company 
needs.  In  many  cases,  corporate  executives  cannot  identify  their  international 
educational  needs.  Better  mechanisms  must  therefore  be  found  to  translate  what 
is  available  to  meet  individual  company  requirements. 

At  the  same  time,  while  these  activities  are  essential  to  meet  Export  90s  short 
term  goals  of  doubling  exports  over  the  next  five  years,  we  would  be  remiss  if  we 
didn't  point  out  the  need  to  think  about  exposing  tomorrow's  business  leaders  in 
the  Commonwealth  to  international  training  and  encouraging  them  to  think 
globally  while  they  are  still  in  the  classroom. 

Once  they  become  active  members  of  the  workforce,  they  will  then  be  ready  to 
meet  the  competitive  challenge  posed  by  their  Japanese  and  European 
counterparts.  While  focusing  on  student  education  may  not  result  in  immediately 
tangible  goals  of  increased  exports,  it  will  help  to  ensure  the  continued  economic 
health  of  the  state  in  the  years  to  come  by  providing  a  new  generation  of 
Massachusetts  business  leaders  with  a  strong  global  perspective. 
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Consequently,  international  thinking  must  become  a  significant  part  of  the 
education  process,  from  the  earliest  ages  through  to  its  practical  application  in 
the  business  setting.  As  the  National  Governors'  Association  noted  earlier  this 
year  in  its  Report  of  the  Task  Force  on  International  Education: 

"states  must.  .  .expand  international  education  for  all  students — from 
preschool  through  graduate  school  and  beyond — in  all  settings,  from 
the  school  yard  and  college  campus  to  the  factory  floor  and 
corporate  park." 

The  Report  goes  on  to  say: 

"If  we  are  to  reap  continued  prosperity  and  security,  we  must  plant 
the  seed  of  international  education  today." 

With  an  appropriate  commitment  from  the  Commonwealth  of  Massachusetts  and 
an  equal  effort  from  academia  and  the  private  sector,  Massachusetts  companies 
will  be  better  equipped  in  the  coming  years  to  successfully  confront  their 
international  competitors  and  surpass  them. 


CURRENT  RESOURCES 

There  is  a  wide  range  of  educational  resources  on  international  issues  available 
throughout  Massachusetts.  These  include  programs  on  the  various  aspects  of 
exporting,  importing  and  related  areas  to  meet  the  continuing  education  needs  of 
today's  company  executives. 

The  regional  office  of  the  U.S.  Department  of  Commerce  and  the  Small  Business 
Administration  sponsor  seminars  as  do  the  Massachusetts  International  Trade 
Council  (MITC)  and  Massport.  Membership  associations  such  as  the  International 
Business  Center,  chambers  of  commerce  and  other  business  associations  also  offer 
a  range  of  programs  on  international  business  issues. 

The  public  and  private  higher  education  systems  hold  numerous  courses  and 
seminars  on  international  business  topics.  Internationally  trained  and  experienced 
faculty  collectively  represent  an  enormous  resource  both  for  business  people  and 
for  the  student  population. 

Elementary  and  secondary  schools  have  embarked  upon  international  education 
programs  training  teachers  to  introduce  new  programs  in  individual  classrooms. 
Computer  networks  have  linked  up  Massachusetts  classrooms  with  foreign 
students  overseas.  Through  a  variety  of  cross-cultural  exchanges,  students  at  the 
secondary  school  level  have  had  the  opportunity  to  learn  about  other  countries 
and  their  peoples.  This  is  a  trend  which  should  be  broadly  encouraged 
throughout  the  state. 
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At  the  higher  education  level,  Massachusetts  attracts  a  large  foreign  student 
population.  These  individuals  can  be  educational  resources.  They  can  provide 
direct  assistance  to  smaller  Massachusetts  companies  in  need  of  basic  market 
research  in  the  student's  home  countries.  This  type  of  assistance  is  currently 
provided  by  the  University  of  Massachusetts — Amherst  working  with  the  small 
business  development  centers  throughout  the  state  and  the  Boston  Export  Strategy 
Program  (BEST).  Programs  such  as  these  provide  undergraduate  and  graduate  level 
students  the  opportunity  to  assist  smaller  Massachusetts  firms  with  their  market 
research  efforts  and  have  been  widely  regarded  as  extremely  valuable  for  students 
and  business  alike.  Foreign  graduate  students  participating  in  such  programs  can 
individually  and  through  their  own  networks,  provide  a  point  of  contact  for 
Massachusetts  companies  interested  in  exporting  to  their  countries. 

These  students  can  also  serve  as  an  educational  resource  by  bringing  their 
knowledge  of  their  cultures  to  elementary  and  secondary  school  classrooms 
throughout  the  Commonwealth;  this  is  already  happening  in  select  locations 
around  the  state. 

We  have  also  seen  the  beginnings  of  the  export  of  Massachusetts  educational 
resources  with  the  use  of  telecommunications.  Boston  University  and  Tufts 
Medical  School  have  both  used  this  vehicle  to  conduct  instructional  seminars 
overseas.  More  broadly,  telecommunications  provides  a  number  of  opportunities 
vis-a-vis  exporting  and  education  worthy  of  further  study. 


THE  NEED 

While  there  already  are  a  number  of  ongoing  international  education  activities  in 
the  Commonwealth,  most  of  them  are  scattered  and  piecemeal.  The  state  lacks  a 
comprehensive  international  education  strategy,  both  in  continuing  education 
provided  to  today's  business  executives  as  well  as  in  the  school  system. 

In  the  area  of  continuing  education,  members  of  the  business  community  often 
find  it  difficult  to  take  the  time  to  attend  various  seminars  in  different  locations 
around  the  state  or  to  identify  educational  opportunities,  especially  smaller 
companies  who  cannot  spare  the  staff  time.  Yet  for  many,  there  is  a  need  for 
comprehensive  training  in  the  fundamentals  of  exporting  —  a  one-stop  shopping 
educational  package  in  a  central  location  closer  to  the  company's  offices.  For 
first-time  exporters,  follow-up  counseling  is  equally  important.  Individuals  who 
have  taken  a  comprehensive  training  program  often  need  additional  support  as 
they  prepare  for  their  first  foray  into  the  international  marketplace.  Here  again, 
the  public  and  private  sectors  are  well-positioned  to  play  a  role  which  could 
facilitate  the  successful  entry  of  many  new  firms  into  exporting. 
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To  ensure  the  competitiveness  of  Massachusetts  companies  in  the  next  century, 
international  education  in  the  classroom  is  critical.  In  elementary  and  secondary 
schools,  a  global  perspective  should  become  an  integral  part  of  the  academic 
curriculum.  This  requires  programs  specifically  dedicated  to  international 
education  as  well  as  incorporation  of  a  global  perspective  into  each  discipline 
taught  in  the  classroom.  While  it  will  take  time  to  institute  formal  programs  on  a 
regular  basis  and  to  adequately  train  teachers,  a  commitment  is  needed  now  to 
ensure  that  international  education  is  not  merely  an  occasional  topic  in  the 
classroom. 


RECOMMENDATIONS 

In  an  effort  to  meet  the  educational  needs  of  today's  smaller  companies  and 
significantly  enhance  their  ability  to  export  in  the  coming  years,  the  Committee 
makes  the  following  recommendations  in  order  of  priority: 

A.  Establish  an  Export  Training  Center  within  the  Bay  State  Skills  Corporation 
(BSSC),  a  quasi  public  corporation,  with  two  primary  functions.  The  first  is  to 
serve  as  a  clearinghouse  for  other  international  education  programs/resources 
around  the  Commonwealth.  It  should  work  with  existing  groups  to  minimize 
duplicative  efforts  and  identify  educational  gaps  which  need  to  be  filled.  As 
part  of  its  planning  component,  it  would  issue  a  regular  calendar  of  events 
and  also  provide  a  newsletter  on  international  developments,  export-related 
topics,  etc.  Additionally,  it  should  use  existing  groups,  such  as  local  chambers 
of  commerce  and  business  associations  to  market  its  services  to  the  business 
community,  its  primary  user. 

Its  secondary  role  is  to  provide  "nuts  and  bolts"  training  to  new/potential 
exporters  on  all  aspects  of  exporting,  including  identification  of  foreign 
market  opportunities,  export  financing,  marketing,  etc.  This  would  be  done  in 
conjunction  with  the  Massachusetts  International  Trade  Council  (MITC)  which 
would  provide  participant  companies  with  follow-up  counseling  once  the 
program  has  been  completed.  This  counseling  would  be  supplemented  by 
advice  from  individual  companies  who  have  a  successful  track  record  in 
exporting. 

B.  An  Office  of  International  Education  should  be  established  within  BSSC  to 
encourage  international  education  programs  throughout  the  state;  identify 
existing  international  education  programs/resources;  work  with  an  Advisory 
group  of  teachers,  business  leaders,  parents  and  others  to  develop  an 
international  education  strategy  for  the  Commonwealth  and;  finally,  identify 
private  funding  sources  to  enable  the  effort  to  grow.  This  office  would  also 
serve  as  a  resource  center/clearinghouse  for  teachers  interested  in  training  and 
materials  in  global  education. 
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C.  The  Massachusetts  Corporation  for  Educational  Telecommunications  (MCET),  a 
public  entity  in  the  Commonwealth,  can  be  helpful  in  a  number  of  areas 
reflected  herein.  MCET  should  develop  a  strategic  business  plan  for  the  use  of 
telecommunications  in  the  Commonwealth  to  facilitate: 

•  statewide  export  training; 

•  statewide  K-12  and  college-level  global  education; 

•  the  export  of  such  Massachusetts  educational  resources  as 
postgraduate  health  care  training,  business  management, 
engineering  and; 

•  international  business  teleconferencing. 

MCET  should  prepare  its  plan  in  the  first  two  areas  of  training  and  education 
in  conjunction  with  the  Bay  State  Skills  Corporation  and  the  latter  two 
business  development  components  with  the  Massachusetts  International  Trade 
Council  (MITC).  MCET  should  also  include  in  such  a  plan  proposals  for 
possible  funding  of  such  programs. 

D.  Massachusetts  higher  education,  with  corporate  sponsorship,  should  be 
encouraged  to  develop  a  "Small  Business-Foreign  Student  Information 
Program"  designed  to  serve  two  functions.  First,  such  a  program  would 
provide  Massachusetts  companies  with  graduate  students  to  assist  in  market 
research  in  foreign  countries  and  in  turn,  gives  the  foreign  student  some 
insight  into  the  operations  of  an  American  company.  The  program  would  also 
give  smaller  Massachusetts  companies  a  starting  point  of  contact  in  the 
students'  home  countries  and  perhaps  access  to  a  network  of  foreign  contacts 
in  various  countries  around  the  world  in  which  they  might  seek  to  do 
business.  This  program  should  be  coordinated  by  the  International 
Coordinating  Council,  a  public-private  partnership  in  the  Commonwealth. 

The  Committee  believes  that  a  comprehensive  international  education  strategy 
requires  a  strong  partnership  between  the  public  and  private  sectors  in  the 
Commonwealth,  if  it  is  to  be  effective  and  enduring.  It  is  an  investment  in  the 
state's  economic  future  with  both  immediate  and  longterm  payoffs  for  the 
Massachusetts  economy. 
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EDUCATION  AND  TRAINING  BUDGET 


BUDGET  ($  THOUSANDS) 

FY90 

FY91 

A.  Export  Training  Center 

Bay  State  Skills                         $  100. 

MITC  (Counseling)                    $  75. 

State  = 
Private  Sector  = 

$  175. 
=   $  50. 

$  175. 
$  50. 

B.  Commonwealth  Office  of 
International  Education 

State  = 
Private  Sector  = 

$  100. 
=   $  50. 

$  100. 

$  50. 

C.  MCET  Telecommunications 
Study 

To  be  determined 

D.  Small  Business-Foreign 
Student  Exchange  Information 

State  = 
Private  Sector  = 

$12.5 

=   $  7.5 

$12.5 

$  7.5 

TOTAL  STATE  CONTRIBUTION 

TOTAL  PRIVATE  SECTOR 
CONTRIBUTION 

$  287.5 
$  112.5 

$  287.5 
$  112.5 

BUDGET  EXPLANATION 

Items  A-D:  The  projected  private  sector  contribution  of  $215K  over  a  two  year 
period  includes  in-kind  contributions  such  as  export  counseling,  sponsorship  of 
international  educational  training  materials  both  for  the  Export  Training  Center  as 
well  as  for  secondary  school  educational  packages. 


Most  of  the  state's  investment  will  be  directed  at  staffing  needs  to  meet  the 
increased  educational  demand. 
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MARKETING 


While  exporting  often  provides  significant  profit  potential  for  business,  only  a 
small  percentage  of  Massachusetts  companies  take  advantage  of  it.  Just  three  firms 
account  for  50%  of  the  state's  exports.  In  spite  of  recent  federal  efforts  to 
promote  the  values  of  exporting,  the  message  has  not  yet  gotten  through  to  many 
highly  competitive  companies  in  Massachusetts  and  throughout  the  United  States 
that  exporting  pays. 

Getting  the  first  export  opportunity  is  critical.  While  in  some  instances,  a 
company's  entry  into  exporting  is  a  result  of  an  opportunistic  sale,  in  most 
circumstances  it  is  an  active  marketing  campaign  launched  by  the  company  which 
can  make  the  real  difference. 

The  challenge  in  Massachusetts  falls  to  both  the  state  and  the  private  sector  to 
more  effectively  market  and  promote  the  concept  of  exporting  and  dispel  the 
notion  that  the  risks  and  complexities  outweigh  the  potential  benefits.  An  active 
promotional  campaign  must  be  launched  to  convince  more  companies  of  the 
benefits  of  exporting  if  the  Commonwealth  is  to  achieve  its  goal  of  doubling 
exports  to  $15  billion  by  1993. 

Indeed,  both  the  state  and  the  private  sector  currently  have  a  variety  of  resources 
to  offer  both  potential  and  current  exporters  to  help  them  in  their  critical 
marketing  efforts.  Unfortunately,  many  of  those  resources  are  sorely 
underutilized.  It  is  therefore  imperative  that  a  serious  effort  be  made  to  better 
market  existing  services  which  can  help  facilitate  companies'  exporting  activities. 

At  the  same  time,  there  are  a  number  of  marketing  needs/concerns  that  are 
currently  unmet.  A  constructive  public-private  partnership  to  address  existing 
gaps  could  help  boost  the  state's  exports  and  ensure  that  Massachusetts 
companies  have  every  advantage  as  they  compete  with  their  domestic  and  foreign 
counterparts  in  overseas  markets. 


CURRENT  RESOURCES 

The  state  and  the  private  sector  provide  companies  with  foreign  market 
opportunities  through  trade  shows  and  exhibitions.  These  are  useful  vehicles 
through  which  to  reach  numerous  prospective  foreign  customers.  Similarly, 
overseas  trade  missions  are  a  good  way  to  break  into  new  markets.  They  provide 
an  opportunity  for  companies  to  travel  with  state  trade  personnel  to  market  their 
products  to  prospective  foreign  targeted  buyers  overseas.  Other  existing 
mechanisms  include  foreign  visitor  and  buyer  programs,  as  well  as  government-to- 
government  programs,  such  as  sister-city  and  sister-state  relationships. 
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Companies  seeking  marketing  information  have  a  range  of  resources  and 
networks  to  tap.  For  example,  the  U.  S.  Department  of  Commerce  regional  office, 
the  Massachusetts  International  Trade  Council  and  Massport  all  offer  foreign 
marketing  assistance  and  information  to  current  and  prospective  exporters.  The 
World  Trade  Center  network,  the  trade  resources  of  the  Massachusetts 
Photovoltaic  Center  as  well  as  foreign  distribution  networks  also  provide 
companies  with  relevant  market  information.  And  of  course,  in  addition  to  a 
myriad  of  special  libraries  and  publications,  computer  data  bases  furnish  trade 
lead  information  to  interested  Massachusetts  businesses. 

Finally,  both  the  public  and  private  sector  offer  trade  counseling  services  for 
companies  seeking  them.  These  include  federal  and  state  agencies  as  well  as 
international  trade  consultants  in  the  private  sector.  Additionally,  business 
associations  and  colleges  and  universities  offer  needed  guidance  on  foreign 
markets.  For  a  comprehensive  listing  of  available  sources  of  assistance,  see 
"Massachusetts  Export  Services  Guide"  available  from  the  Massachusetts 
International  Trade  Council. 

In  short,  a  wide  range  of  services  currently  exist.  However,  in  some  cases, 
companies  are  unaware  of  them  and  consequently,  avoid  serious  exploration  of 
foreign  market  opportunities.  In  other  instances,  companies  feel  they  cannot 
allocate  the  necessary  resources  to  track  down  needed  foreign  market  information 
from  numerous  sources. 


THE  NEED 

The  first  and  most  fundamental  need  is  to  reach  out  to  the  pool  of  prospective 
exporters  in  the  Commonwealth  who,  unaware  of  the  potential  benefits  of 
exporting  and/or  the  resources  available  to  help  them,  have  been  hesitant  to 
consider  it.  This  involves  a  combined  educational/promotional  effort  which  could 
be  launched  by  both  the  public  and  private  sectors  to: 

•  highlight  the  great  potential  in  overseas  markets; 

•  point  out  that  the  risks  and  complexities  of  doing  international 
business  are  less  than  perceived; 

•  identify  the  existence  of  numerous  public  and  private  sources  of 
assistance  to  facilitate  their  entry  into  exporting  and  minimize  their 
workload. 

Resources  must  also  be  devoted  to  providing  greater  international  exposure  to 
increase  Massachusetts'  companies  competitiveness  through  trade  shows,  overseas 
trade  missions  and  the  like.  Exporters  have  cited  these  vehicles  as  extremely 
useful  in  gaining  entry  to  new  overseas  markets.  A  more  proactive  effort  on  the 
part  of  the  state  to  help  identify  foreign  market  opportunities  is  also  important. 
Again,  while  some  of  this  activity  is  already  taking  place,  much  more  can  be  done. 
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Additionally,  both  current  and  prospective  exporters  could  greatly  benefit  from 
access  to  information  on  foreign  markets  delivered  in  an  accurate  and  expeditious 
manner.  While  significant  foreign  market  information  exists,  it  is  often  either 
a)  difficult  to  assess  the  quality  of  that  information;  b)  too  expensive  to  procure; 
c)  available  after  the  fact  or  d)  too  unfocused  to  meet  specific  company  needs. 
Providing  companies  with  one  centralized  source  of  information  would  greatly 
facilitate  their  entry  and  continued  success  in  exporting. 

To  be  really  effective  internationally,  the  Commonwealth  needs  to  develop  an 
effective  international  trade  network.  This  necessitates  an  overseas  presence 
through  which  companies  can  test  potential  markets,  undertake  follow-up 
activities  and  continued  outreach  efforts.  It  would  also  significantly  facilitate  the 
state's  international  trade  outreach  efforts  on  behalf  of  Massachusetts  companies 
interested  in  exporting. 

Lastly,  but  of  great  significance  is  the  need  to  address  Massachusetts  companies' 
concerns  about  intellectual  property  protection  in  overseas  markets.  Many 
businesses  are  reluctant  to  enter  into  arrangements  with  prospective  foreign 
buyers  out  of  fear  that  their  products  would  be  illegally  copied  and  technology 
stolen. 


RECOMMENDATIONS 

A.  Domestic  Trade  Promotion  Campaign  -  The  Governor  and  other  senior 
officials  should  continue  to  give  exporting  high  visibility  through  public 
pronouncements,  speeches  and  interviews.  These  actions  should  emphasize 
the  importance  and  potential  of  overseas  markets  for  Massachusetts  firms  and 
the  extensive  trade  support  network  available  to  help  the  would-be  exporter. 

These  pronouncements  should  be  supplemented  by  promotional  literature, 
public  service  announcements  and  video  tapes,  the  last  to  be  made  available 
to  chambers  of  commerce  and  other  major  business  associations  for  use  at 
meetings,  seminars,  etc.  The  video  tapes  should  continue  the  dual  theme: 
potential  and  assistance,  and  use  "role  model"  Massachusetts  exporters  to 
emphasize  the  points.  The  written  and  video  materials  should  be  partly 
underwritten  by  the  private  sector. 

B.  Central  Referral  Service  -  MITC  should  become  a  "one-stop-shop"  for 
new-to-export  companies.  This  does  not  mean  that  it  should  replicate  existing 
facilities  or  information,  but  that  its  staff  become  the  most  knowledgeable  in 
the  state  as  to  existing  sources  of  assistance  and  information  so  that  they  can 
become  a  strong  referral  contact  point  for  interested  companies.  The  most 
cost  effective  way  for  the  state  to  do  this  is  for  the  state  to  work  with  the 
private  sector  to  provide  current,  timely  information  for  the  companies  who 
need  it.  The  one-stop-shop  should  also  be  able  to  refer  companies  to  available 
resources  to  assist  in  ensuring  adequate  intellectual  property  protection  for 
their  products  in  overseas  markets. 
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C.  International  Trade  Promotion  Effort  -  The  state  should  sponsor  seven  (7) 
additional  trade  shows  per  year,  bringing  the  total  to  15  per  year.  Trade  shows 
are  considered  useful  by  many  companies  which  have  used  them.  The 
Governor  should  also  make  two  (2)  overseas  visits  a  year  to  promote 
Massachusetts  companies  and  products.  Additionally,  the  state  should  provide 
limited  financial  support  and  technical  assistance  to  privately  organized  (i.e. 
local  chamber  sponsored)  trade  shows.  As  a  result  of  these  efforts,  the  state 
should  set  as  its  goal  sending  200  companies  abroad  each  year,  by  providing 
coordination  and  technical  assistance. 

The  state  should  also  be  more  aggressive  by  keeping  abreast  of  federal 
resources  which  could  bolster  Massachusetts  company  marketing  efforts. 

D.  Overseas  Offices  -  With  or  without  private  sector  assistance,  the  Common- 
wealth should  establish  at  least  two  state  Overseas  Offices.  These  facilities 
would  provide  bases  of  operations  for  Massachusetts  companies,  provide  on- 
scene  visibility  of  the  state  and  its  industries,  provide  direct  market  contact 
services  and  improve  the  timely  flow  of  marketing  information  back  to  the 
appropriate  potential  bidders  in  the  state. 

The  overseas  offices  would  be  one  part  of  a  larger,  two-tiered  Massachusetts 
international  network.  To  establish  the  offices,  the  state  should  try  to  procure 
space  from  an  overseas  office  of  a  Massachusetts  manufacturer  or  service 
provider,  preferably  at  a  discounted  rate.  If  such  an  arrangement  cannot  be 
made,  the  state  should  proceed  on  its  own  to  set  up  offices,  on  a  shared  basis 
perhaps  with  Massport,  in  two  overseas  locations.  The  second  component 
which  should  be  pursued  over  the  long  term  are  public-private  sector  foreign 
partnerships.  Through  such  arrangements,  new  exporters  would  be  provided 
staff,  temporary  office  space  and  other  on-site  assistance  by  participating 
foreign  offices  of  Massachusetts  companies,  on  a  pro  bono  basis.  This  would 
extend  the  international  network  well  beyond  the  two  state  offices  and  would 
greatly  facilitate  Massachusetts  companies'  overseas  marketing  efforts. 

Also  as  part  of  the  overseas  effort,  the  Commonwealth  should  identify  in  a 
proactive  manner  foreign  states/provinces  with  which  it  would  like  to  establish 
"sister"  relationships.  The  approach  would  ensure  that  Massachusetts  only 
enters  into  those  government  to  government  programs  with  economically 
suitable  partners  which  heighten  the  chances  of  success. 

E.  Visitor/Buyer  Coordination  -  The  state  should  more  aggressively  identify  and 
recruit  foreign  buying  missions.  It  should  be  more  proactive  in  its  use  of  the 
Boston  Center  for  International  Visitors  by  identifying  appropriate  individuals 
to  contact  to  facilitate  increased  foreign  business  contact. 
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MARKETING  BUDGET 


BUDGET  ($  THOUSANDS) 

FY90 

FY91 

A.  Domestic  Trade  Promotion 
Campaign 

State  = 
Private  Sector  = 

$  50. 
=   $  50. 

$  50. 
$  50. 

B.  International  Promotion 
Campaign 

State  = 
Private  Sector  = 

$  275. 
=    $  2000. 

$  275. 
$  2000. 

C.  Overseas  Offices 

State  = 
Private  Sector  = 

$  100. 
=   $  50. 

$  400. 
$  200. 

D.  Central  Referal  Service 

State  = 
Private  Sector  = 

$  50. 
=   $  150. 

$  50. 
$  100. 

E.  Vistor/Buyer  Coordination 
Project 

State  = 
Private  Sector  = 

To  be  determined 

=    $  20.            $  20. 

TOTAL  STATE  CONTRIBUTION 

TOTAL  PRIVATE  SECTOR 
CONTRIBUTION 

$  475 
$  2270. 

$  775 
$  2370. 

BUDGET  EXPLANATION 


Item  B:  The  state  figure  of  $275K  includes  7  trade  shows,  2  trade  missions  and 
incentive  money  for  chamber-led  trade  shows. 

The  private  sector  figure  of  $2000K  is  based  on  an  average  cost  of  $10K  per 
company  to  participate  in  an  overseas  trade  show  or  mission. 

Item  C:  The  state  figure  of  $100K  is  the  cost  to  operate  one  office  for  six 
months.  The  state  figure  of  $400K  is  the  cost  to  operate  two  offices  for  a  year. 
The  private  sector  figures  of  $50K  and  $200K  represent  in-kind  contributions  of 
space,  staff  and  equipment. 
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INSURANCE  AND  FINANCE 


Many  Massachusetts  companies  which  have  just  begun  to  export  or  are  seriously 
thinking  about  it,  must  grapple  with  the  question  of  how  to  finance  and  insure 
their  foreign  transactions.  For  many,  it  is  often  difficult  to  know  where  to  begin 
to  find  the  answers. 

Indeed,  the  real  and  perceived  cost  and  complexity  of  obtaining  the  necessary 
finance  and  insurance  products  can  discourage  many  companies  from  entering  or 
remaining  in  the  export  market. 

A  better  job  must  be  done  by  both  the  state  and  the  private  sector  to  simplify  the 
process  for  companies  and  to  coordinate  the  utilization  of  available  resources  to 
assist  their  exporting  activities.  In  addition,  an  effort  must  be  made  to  identify 
real  incentives  to  encourage  more  Massachusetts  companies  to  explore  the 
international  marketplace;  it  is  not  enough  to  assume  that  the  inherent  values 
of  exporting  are  sufficient  to  persuade  companies  to  "jump  in." 


CURRENT  RESOURCES 

A  thorough  search  reveals  that  numerous  sources  of  financial  assistance  exist  to 
aid  exporters.  Federal  agencies  such  as  the  Export-Import  Bank  (Eximbank),  the 
Small  Business  Administration  (SBA),  the  Overseas  Private  Investment  Corporation 
(OPIC)  and  the  U.S.  State  Department  (Agency  for  International  Development  and 
the  Trade  Development  Program)  provide  financial  assistance  and  advice  as  do 
state  level  agencies  such  as  the  Massachusetts  International  Trade  Council  (MITC) 
and  the  Massachusetts  Industrial  Finance  Agency  (MIFA). 

In  the  private  sector,  insurance  companies  provide  receivable  insurance  as  well  as 
liability  and  cargo  insurance.  Banking  institutions  offer  numerous  services 
including  pre-export  capital,  post-export  financing,  letters  of  credit,  country  risk 
counseling  and  more. 

Also  in  the  private  sector  are  services  offered  by  legal  and  accounting  firms 
which  provide  advice  and  information  on  overseas  transactions  and  activities, 
along  with  the  extensive  services  provided  by  export  management  companies, 
export  trading  companies,  freight  forwarders  and  consolidators,  just  to  name 
a  few. 

In  addition,  there  are  even  foreign  resources  available  to  exporters  including 
foreign  bank  credit  financing,  foreign  government  grants,  equity  investments  and 
the  like. 
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The  fact  remains,  however,  that  the  mere  availability  of  such  resources  does  not 
mean  that  companies  know  of  their  existence  or  what  they  provide.  In  some 
cases,  it  is  not  certain  that  the  companies  will  be  able  to  qualify  for  or  afford 
such  services.  There  is  also  an  unevenness  in  the  quality  of  the  various  services 
provided. 


THE  NEED 

Getting  the  right  information 

Companies  visited  throughout  the  Export  90 's  regional  visits  have  indicated  that 
getting  the  right  information  in  the  area  of  insurance  and  finance  can  be  so 
difficult  that  it  serves  to  deter  more  companies  from  seriously  pursuing  export 
opportunities. 

In  the  public  sector,  there  are  a  number  of  programs  which  are  too  cumbersome 
or  too  costly  to  use.  For  example,  the  assistance  provided  by  Eximbank  and  the 
Foreign  Credit  Insurance  Association  (FCIA)  is  often  too  difficult  to  access.  There 
is  also  a  perception  among  many  companies  visited  that  the  Small  Business 
Administration  is  not  very  active  or  effective  in  the  area  of  export  finance. 
On  the  private  side,  first  time  or  new  exporters  often  run  into  problems  right 
from  the  start  with  a  local  lender/adviser  who  is  unfamiliar  with  foreign  trade 
procedures  and  is  unwilling  or  unable  to  track  the  answers  down  for  its  smaller 
client.  The  local  lender/adviser  may  also  be  unwilling  to  refer  the  company  to  a 
larger  bank  or  service  provider  in  Boston,  for  example,  for  fear  of  losing  the 
client's  domestic  business.  In  the  area  of  private  insurance,  while  resources  exist, 
many  companies  don't  know  where  to  find  them. 

Affordability  of  resources 

Resources  necessary  to  facilitate  companies'  entry  into  exporting  is  often 
unaffordable  to  smaller  companies.  A  problem  often  cited  with  the  Eximbank 
program  is  that  the  complexity  and  excessive  documentation  required  results  in 
unnecessary  administrative  and  legal  costs  which  in  turn  increase  the  cost  of 
export  financing  for  the  exporter.  Credit  enhancement  tools  available  from  the 
private  insurance  sector  are  frequently  too  expensive  for  smaller  companies  and 
also  may  require  three  or  more  years  of  exporting.  The  foreign  credit  checking 
process  is  perceived  to  be  very  expensive  as  well. 

Lack  of  incentives 

Companies  themselves  don't  see  any  pressing  reasons  to  venture  into  the 
perceived  "risky"  world  of  exporting,  no  matter  how  profitable  it  might  be  for 
them  in  the  long  run.  Not  only  must  they  devote  scarce  resources  to  tracking 
down  necessary  marketing  and  finance/insurance  information,  but  they  may  also 
find  that  it  could  take  several  years  of  exporting  before  they  see  real  results. 
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For  service  providers,  there  is  often  little  incentive  to  service  relatively  small 
transactions  needed  by  new  exporters  because  the  transactions  are  not  profitable. 

The  challenge,  then,  is  to  address  the  needs  of  providing  centralized  information, 
affordable  services  and  real  incentives  to  encourage  more  companies  in  the 
Commonwealth  to  get  into  exporting. 


RECOMMENDATIONS 

A.  MITC  should  be  the  central  location  for  finance  and  insurance  information.  It 
should  provide  a  database  of  domestic  and  foreign  service  providers,  provide 
guidance  on  federal  resources  available  and  actively  disseminate  information 
on  educational  programs  in  the  area  of  export  insurance  and  financing. 

B.  The  state  should  promote  and  initially  support  a  foreign  trade  membership 
association  to  streamline  access  to  private  services  and  to  provide  group 
discounts  on  a  variety  of  finance  and  insurance  products.  The  membership 
association  would  establish  contracts  with  private  sector  service  suppliers  to 
provide  group  discounts  on  services.  The  association  would  charge  dues  and 
usage  fees  with  the  goal  of  being  self-supporting  within  a  year.  Initial  services 
offered  would  be  a  group  policy  on:  liability  and  cargo  insurance,  credit 
checking  services,  establishment  of  a  foreign  sales  corporation,  logistics  and 
transportation  management,  travel  expenses  and  several  hours  of  legal  and 
accounting  consultation.  The  membership  association  would  be  free  to  select 
and  change  suppliers  based  on  the  cost  and  quality  of  services  provided. 

A  separate  and  distinct  component  of  this  shared  resource  pool  is  a  shared 
financing  option,  which  would  be  available  only  to  qualified  exporters.  It 
would  include  access  to  a  pre-  and  post- working  capital  program.  The  post- 
working  capital  program  would  include  a  group  insurance  policy  which  will 
cover  Massachusetts  exporters  for  their  credit  losses  from  transactions  which 
have  been  accepted  for  coverage.  The  pre-working  capital  program  is  similar 
in  design,  but  coverage  is  provided  for  the  creditworthiness  of  the 
Massachusetts  exporter  up  to  a  specific  dollar  amount. 

C.  The  Massachusetts  Washington  D.C.  office  should  be  dedicated  to  working 
with  appropriate  federal  agencies,  our  Congressional  delegation  and 
Massachusetts  business  associations  to  help  resolve  specific  finance-related 
issues  that  arise  and  to  working  to  promote  changes  in  Eximbank  and  other 
programs  to  make  it  easier  for  Bay  State  companies  and  banks  to  utilize. 
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D.   Given  the  Council's  goal  of  increasing  the  state's  revenue  base  and  the  number 
of  Massachusetts  companies  exporting,  a  marketing  and  promotion  expense  by 
the  state  is  required  to  maintain  a  high  profile  on  exports  and  to  encourage 
new  entrants  into  the  export  area.  A  useful  and  especially  effective  marketing 
tool  is  a  change  in  existing  tax  legislation.  The  use  of  tax  incentives,  which 
should  be  incremental  in  nature  and  targeted  to  smaller  companies,  would  not 
only  encourage  more  companies  to  enter  the  world  of  exporting,  but  would 
also  expand  the  revenue  base  of  the  Commonwealth  through  increased  sales 
for  Massachusetts  companies  and  increase  jobs  for  Massachusetts  citizens. 


The  proposal  this  Committee  gave  the  most  consideration  is  one  by  which  a 
corporation  would  pay  a  lower  effective  rate  of  tax  on  the  income  that  is  deemed 
to  be  attributable  to  the  increase  in  export  activity.  This  concept  was  taken  in 
part  from  the  Federal  tax  provisions  that  were  designed  to  provide  a  tax  credit 
for  incremental  research  and  developmental  expenditures.  The  incremental  aspect 
of  the  tax  incentive  is  most  important  as  it  should  remove  the  focus  away  from 
the  gross  amount  of  export  sales  to  the  increase  in  export  sales.  In  order  to  ease 
the  administrative  burdens  that  could  be  associated  with  these  new  calculations, 
we  would  suggest  that  reference  be  made  where  possible  to  existing  Federal  tax 
law  provisions.  For  instance,  in  the  area  of  Foreign  Sales  Corporations  (FSC)  and 
Domestic  International  Sales  Corporations  (DISC)  there  have  been  developed  over 
the  years  rules  pertaining  to  what  constitutes  a  foreign  sale. 

An  alternative  would  be  a  reduction  of  the  tax  paid  on  net  taxable  assets  located 
in  Massachusetts.  The  exempt  amount  of  inventory  would  be  determined  by 
reference  to  the  ratio  of  foreign  sales  to  total  sales  for  the  current  year. 
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INSURANCE  AND  FINANCE  BUDGET 


BUDGET  ($  THOUSANDS) 

FY90          FY91 

A.  Centralized  information 

To  be  determined 

B.  Shared  Resource  Pool* 

$  100.          $  25. 

C.  Washington  office 

finance/insurance  advocacy 

To  be  determined 

D.  Marketing/Promotional 
Activities 

$  25             $  25. 

TOTAL  STATE  CONTRIBUTION 

$  125.         $  50. 

BUDGET  EXPLANATION 


A.   Reallocation  of  existing  resources  in  MITC. 


B.  S100K  state  contribution  is  a  variable  cost  dependent  upon  demand  and 
includes  start-up  costs  which  would  not  exist  in  FY91,  hence  the  drop  to 
$25K  in  that  year. 

C.  Reallocation  of  existing  resources  in  Washington  office. 


*  Variable  cost  dependent  upon  demand 
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NATIONAL  AND  INTERNATIONAL  TRADE 


When  companies  plan  their  strategies  for  the  domestic  marketplace,  they  must 
calculate  the  current  and  future  business  climate  for  their  goods,  including  an 
assessment  of  the  competition  and  consumer  needs.  When  those  companies 
prepare  to  go  international,  this  market  analysis  is  further  complicated  by  the 
need  to  reassess  fully,  accurately  and  continuously  evolving  trade  developments 
and  their  potential  impacts  on  the  companies'  foreign  business  activities. 

For  those  companies  in  Massachusetts  who  have  not  yet  begun  to  export,  the 
process  of  assessing  the  international  business  environment  can  be  intimidating 
enough  to  cause  them  to  focus  all  their  energies  on  the  United  States  thereby 
ignoring  some  potentially  profitable  markets  abroad. 

The  exporting  process  can  be  a  particular  challenge  in  the  current  fluid 
international  trade  environment.  The  advent  of  the  Single  European  market  in 
1992,  for  example,  will  likely  provide  both  new  opportunities  as  well  as  possible 
pitfalls  for  Massachusetts  exporters.  While  the  European  harmonization  of 
member  state  product  standards  will  enable  Massachusetts  manufacturers  to 
produce  one  product  rather  than  twelve  for  the  European  market,  unified 
standards  could  make  market  access  into  Europe  more  difficult  for  foreign 
manufacturers  if,  for  example,  the  standards  adopted  were  excessively  stringent. 
Other  aspects  of  Europe  1992  which  could  be  equally  troublesome  include 
discriminatory  local  content  regulations,  as  well  as  "rules  of  origin",  which  could 
affect  decisions  by  Massachusetts  electronics  and  software  companies  about 
investments  in  European  facilities. 

The  implementation  of  the  U.S.- Canada  Free  Trade  Agreement  has  also  resulted  in 
a  new  business  environment.  The  lowering  of  Canadian  tariff  barriers,  the 
framework  agreement  on  trade  in  services  and  the  new  dispute  settlement 
mechanism  will  affect  business  opportunities  for  Massachusetts  companies.  In 
addition,  Massachusetts  companies  will  want  to  keep  an  eye  on  U.S.- Canadian 
discussions  in  the  coming  years  on  issues  like  subsidies,  which  have  often  put 
U.S.  exporters  at  a  real  disadvantage. 

Another  matter  of  concern  to  many  Massachusetts  companies  is  the  adequacy  of 
intellectual  property  protection  in  foreign  markets.  Many  smaller  companies  are 
understandably  reluctant  to  seriously  explore  certain  export  opportunities  when 
they  have  little  confidence  that  foreign  purchasers  will  not  violate  their 
intellectual  property  rights. 
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Additionally,  both  exporters  and  nonexporters  confront  another  trade  barrier  right 
here  in  the  United  States.  It  is  often  difficult  to  deal  with  the  Washington  trade 
bureaucracy  and  many  companies  are  uncertain  how  to  reach  the  right 
department  or  individual  to  address  their  needs.  Without  some  assistance  in  the 
area  of  export  controls,  for  example,  companies  often  find  themselves 
encountering  unnecessary  and  costly  delays  in  simply  getting  their  products 
approved  for  shipment  out  of  the  country. 


CURRENT  RESOURCES 

There  are,  of  course,  a  number  of  agencies  in  Washington  to  which  companies 
might  turn  for  varied  sorts  of  trade  information/assistance.  These  include  the 
International  Trade  Administration  in  the  U.S.  Department  of  Commerce,  the 
United  States  Trade  Representative's  office,  the  U.S.  International  Trade 
Commission,  the  Export-Import  Bank,  and  others. 

In  addition  to  federal  resources,  there  are  numerous  sources  of  information  and 
assistance  available  in  the  private  sector  to  assist  companies  in  their  efforts  to 
keep  abreast  of  international  trade  developments.  Industry  associations  such  as 
the  Massachusetts  Software  Council  or  the  American  Electronics  Association, 
broad  based  national  business  organizations  such  as  the  United  States  Chamber  of 
Commerce  and  the  National  Association  of  Manufacturers,  as  well  as  various 
service  providers  in  the  legal,  accounting,  banking  and  insurance  professions  all 
offer  companies  information  pertaining  to  international  trade  developments.  In 
some  cases,  they  provide  this  information  on  an  ongoing  basis. 

The  Massachusetts  International  Trade  Council  (MITC),  Massport  and  other  state 
level  organizations  also  frequently  offer  seminars  on  key  international  trade  topics 
such  as  U.S.- Canada  trade,  Europe  1992,  and  trade  with  the  Pacific  Rim. 
Similarly,  private  organizations  like  the  International  Business  Center  offer  helpful 
programs  on  doing  business  in  foreign  markets. 


THE  NEED 

It  would  appear  then,  at  first  glance,  that  given  this  wealth  of  information,  the 
state  need  not  reallocate  any  of  its  resources  to  address  Massachusetts  companies' 
concerns  about  international  trade  developments. 

Nothing  could  be  further  from  the  truth.  Although  resources  do  exist,  they  are 
often  scattered  and  it  is  not  always  easy  to  get  the  specific  information  needed  to 
address  a  given  company's  concerns.  A  company  might  need  to  make  several 
phone  calls  to  government  agencies,  membership  and  trade  associations  before 
actually  finding  the  practical  information  it  needs.  While  the  Committee  sees  no 
need  for  the  state  to  reinvent  the  wheel  by  duplicating  existing  resources,  there  is 
a  very  useful  role  the  Commonwealth  can  play. 
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First  and  foremost,  the  state  and  the  private  sector  must  put  and  keep 
international  trade  high  on  the  Commonwealths  agenda.  A  consensus  must  be 
achieved  within  the  public  and  private  sectors  concerning  its  international 
economic  priorities.  Clearly,  this  will  require  a  political  commitment  from  the 
state's  leadership  well  into  the  future.  But  it  is  an  effort  which  must  be  regarded 
as  a  vital  investment  in  the  state's  economic  future. 

As  part  of  the  overall  effort,  the  state  can  and  should  play  a  central  role  in 
aggressive  data  collection  and  should  convert  that  information  into  a  useful 
format  for  members  of  the  Massachusetts  business  community  as  they  prospect 
for  new  foreign  market  opportunities. 

Additionally,  the  state  should  be  an  active  advocate  in  Washington  on  behalf  of 
Massachusetts  business  interests  in  international  trade  matters.  While  larger 
companies  can  often  afford  to  have  their  own  representatives  in  Washington, 
D.C.,  smaller  companies  are  rarely  in  a  position  to  have  their  interests  similarly 
represented.  As  a  consequence,  it  can  be  extremely  difficult  for  a  smaller  high 
technology  firm,  for  example,  to  know  whom  to  call  to  expedite  an  export 
license  or  to  find  out  the  status  of  key  Europe  1992  policies  and  regulations. 

The  state  should  also  work  through  existing  mechanisms  in  an  effort  to  influence 
trade  developments  in  Washington  and  abroad  which  could  affect  Massachusetts 
companies'  ability  to  export. 

These  and  related  needs  must  be  addressed  if  Massachusetts  is  to  remain 
competitive  in  foreign  markets  with  other  U.S.  states  as  well  as  foreign 
competitors. 

RECOMMENDATIONS 

The  State  must  consciously  elevate  the  importance  of  international  trade  and 
business  assistance  within  state  government.  At  a  minimum,  this  must  include  the 
following: 

A.   A  public-private  sector  advisory  board  should  be  convened  to  advise  the 
Governor  on  what  the  Commonwealth's  international  trade  priorities  should 
be.  This  board  would  meet  on  a  regular  basis  to  continually  reassess  these 
priorities,  programs  useful  for  the  state  and  possible  means  for  their 
implementation. 

The  International  Coordinating  Council  (ICC),  a  public-private  partnership  in 
the  Commonwealth,  should  be  a  part  of  this  effort  and  should  help  to  build  a 
constituency  of  business,  government  labor  and  academic  leaders  on 
international  trade  whose  input  would  be  funneled  into  the  Governor's 
International  Trade  Advisory  Board.  The  ICC  should  also  work  with  the 
Massachusetts  International  Trade  Council  and  other  appropriate  agencies  to 
hold  joint  industry  group  meetings  with  Massachusetts  business  leaders  on 
international  trade  issues  of  concern  to  them;  this  information  would  also  be 
passed  on  to  the  Governor. 
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B.  The  Executive  Director  of  MITC  should  participate  in  the  Governor's  Cabinet 
meetings  so  that  the  international  implications  of  state  policy  can  be  fully 
evaluated  and  outlined.  This  would  be  comparable  to  the  elevation  of  the 
United  States  Trade  Representative  to  cabinet  status  in  the  federal  government. 

C.  Staff  should  be  dedicated  in  the  state's  Washington,  D.C.  office  to  collect, 
analyze,  and  translate  data  on  international  trade  developments  and  their 
potential  effect  on  Massachusetts  companies.  This  individual  would  amass 
materials/information  from  national  and  international  business  associations, 
federal  agencies,  as  well  as  the  Congress  on  a  continuing  basis.  In  addition, 
this  individual  would  facilitate  the  efforts  of  Massachusetts  companies  to 
secure  appropriate  export  licenses  for  their  products.  This  individual  would  be 
responsible  for  identifying  appropriate  opportunities  for  state  officials  and 
business  people  to  testify  before  Congressional  committees  or  administrative 
agencies  on  international  trade  concerns,  and  to  participate  with  other  state 
associations,  such  as  the  National  Governors'  Association,  to  enhance  foreign 
business  opportunities.  This  individual  would  be  responsible  for  working  with 
the  Massachusetts  Congressional  delegation  as  well. 

D.  Staff  within  MITC  should  be  selected  to  coordinate  with  the  international 
trade  specialist  in  the  State's  Washington,  D.C.  office.  The  Massachusetts  trade 
staffer  would;  1)  act  as  a  liaison  between  the  Massachusetts  business  community 
and  its  Washington  representative  2)  prepare  a  monthly  international  trade 
newsletter  summarizing  key  trade  developments  in  Washington  and  abroad  and 
highlighting  other  key  international  issues  and  3)  identify  appropriate 
mechanisms  for  influencing  trade  developments  abroad  which  could  affect 
the  ability  of  Massachusetts  companies  to  export. 
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NATIONAL  AND  INTERNATIONAL 
TRADE  BUDGET 


BUDGET  ($  THOUSANDS) 

FY90          FY91 

A.  International  Coordinating 
Council 

State  =                    $  100.          $  100. 
Private  Sector  =   $  150.         $  150. 

B.  MITC  Cabinet  Liaison 

$  0.               $  0. 

C.  Washington  D.C.  Trade  Office 

To  be  determined 

D.  MITC  DC.  Liaison 
International  Trade  Newsletter 

To  be  determined 
State  =                   $  25.           $  25. 

TOTAL  STATE  CONTRIBUTION 

TOTAL  PRIVATE  SECTOR 
CONTRIBUTION 

$  125.         $  125. 
$  150.         $  150. 

BUDGET  EXPLANATION 

Item  A:  The  International  Coordinating  Council  has,  throughout  its  existence, 
received  part  of  its  funding  from  the  state  and  part  from  the  private  sector. 

Item  B:  Recommendations  B-D  would  largely  require  a  reallocation  of  existing 
resources,  except  for  additional  funding  to  cover  the  cost  of  the  newsletter. 
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EMERGING  MARKETS 


Emerging  markets  include  countries  and  regions  of  the  world  that  are  showing 
signs  of  economic  expansion  and  increased  industrialization.  For  this  report,  they 
are  an  extremely  diverse  set  of  geographical  entities  that  have  a  good  possibility 
of  providing  markets  for  services  offered  and  products  made  or  shipped  from 
Massachusetts  within  the  next  five  years.  They  are  now  small  markets  compared 
to  those  in  Europe,  Canada  and  Japan  but  have  potential  for  becoming  important 
markets  for  some  of  the  state's  many  growing  manufacturers. 

This  report  proposes  an  approach  by  the  private  and  public  sectors  of 
Massachusetts  to  address  the  opportunities  presented  by  the  world's  emerging 
markets.  It  does  not  document  the  potential  for  exports  to  most  of  the  emerging 
markets  nor  does  it  provide  a  road  map  for  the  exporter.  It  proposes  principles 
and  a  structure  that  will  enable  manufacturers  to  1)  learn  more  about  specific 
trade  opportunities  and  business  practices  in  emerging  markets,  2)  explore  these 
opportunities  in  an  efficient  and  cost-effective  manner  and  3)  complete  an  export 
transaction  (negotiate  a  sale,  ship  the  product  and  receive  payment)  in  a  safe  and 
successful  manner. 


GENERAL  PRINCIPLES 

1.   Emerging  markets  are  important  for  Massachusetts  companies  today 
and  in  the  future.  Today,  local  manufacturers  are  turning  to  Thailand,  India, 
Argentina,  the  Ivory  Coast,  etc.  to  sell  their  products  and  services.  These 
countries  need  our  machinery,  medical  equipment  and  high  technology 
products.  They  are  eager  to  provide  incentives  for  joint  ventures  which  can 
lead  to  more  exports  and  the  saving  of  jobs  in  Massachusetts.  Furthermore, 
these  markets  are  eager  to  receive  equipment  which  in  more  developed  parts 
of  the  world  may  be  considered  outdated.  Thus,  for  some  of  our 
manufacturers  these  emerging  markets  provide  the  most  viable  short-term 
opportunities  during  the  time  a  company  is  forced  to  restructure  or  retool  to 
survive  in  the  U.S.  market. 

For  other  types  of  specialized  products,  such  as  very  large  cement-mixing 
equipment,  the  market  in  developed  countries  may  be  virtually  saturated.  The 
emerging  markets  provide  the  only  sales  alternatives. 

In  the  future,  some  of  the  emerging  markets  characterized  by  fast  rates  of 
growth  and  newly  formed  wealth  will  provide  excellent  opportunities  for  a 
large  number  of  high-technology  and  consumer-oriented  products. 
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2.  Increased  trade  with  emerging  markets  can  be  facilitated  most 
effectively  through  a  public/private  partnership.  In  many  developing 
countries  a  government-to-government  approach  is  required  or  the  most 
expedient  way  to  facilitate  trade.  The  State  of  Massachusetts  cannot  expect  the 
small  or,  in  some  cases,  the  large  manufacturer  to  confront  by  itself  the 
bureaucracies  and  diverse  business  cultures  found  in  countries  like  Hungary  or 
China.  Public-sector  entities  such  as  the  Massachusetts  International  Trade 
Council  or  Massport's  Trade  Development  Unit  need  to  open  doors  and  lead 
the  way.  They,  working  closely  with  the  U.S.  Department  of  Commerce, 
consulates  and  business  groups  (like  chambers  and  bi-country  trade 
associations)  must  be  responsible  for  trade  promotion  activities  that  educate, 
inform  and  lead  to  valuable  contacts  for  manufacturers  and  service  companies. 

In  order  for  state  organizations  to  be  successful  at  emerging  markets  trade 
promotion,  they  must  1)  hire  staff  or  representatives  with  well-developed  cross 
cultural  skills  (not  only  fluent  in  languages  but  also  in  business  customs  and 
culture,  including  negotiating  practices)  and  2)  work  closely  with  those  in  the 
private  sector  (marketing  consultants,  bankers,  freight  forwarders,  lawyers  and 
manufacturers)  who  have  proven  themselves  in  the  specific  market.  The 
private  sector  is  ultimately  responsible  for  the  follow-up,  on-going  education 
and  implementation  of  the  trade.  They,  the  manufacturers  and  service 
providers,  must  be  an  integral  part  of  the  emerging  markets  team  for  our  state 
to  compete  successfully  against  other  states  and  countries.  Only  equally 
serious  commitments  by  the  public  and  private  sector  will  generate  results  on 
a  large  scale.  The  recent  trade  efforts  with  Israel  are  a  case  in  point. 

3.  Now  is  the  time  to  begin  focusing  on  emerging  markets.  The  state  must 
begin  working  with  companies  that  are  already  involved  in  international  trade 
(this  assumes  they  have  a  higher  level  of  trade  sophistication,  resources  and 
tolerance  for  cultural  differences)  to  explore  opportunities  in  a  selected 
number  of  emerging  markets.  The  primary  reason  for  urgency  is  that  once 
these  emerging  markets  form  their  ties  and  develop  their  preferred  suppliers  it 
will  become  significantly  more  difficult  to  compete.  In  Several  African 
countries  the  Japanese  are  already  gaining  access  by  giving  aid  and 
establishing  research  and  sales  posts  in  cooperation  with  the  United  Nations 
Development  Program.  In  one  other  emerging  country,  in  the  Far  East,  foreign 
companies  are  being  encouraged  not  only  to  set  up  manufacturing  facilities 
but  also  to  adopt  the  town  in  which  the  plant  is  located.  This  adoption  allows 
the  town  to  tap  into  the  management  expertise  of  the  company  while  giving 
the  company  an  opportunity  to  become  an  effective  ambassador  for  trade. 
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The  focus  of  promoting  emerging  markets  trade  must  not  be  limited  to 
exporting.  If  the  state  is  viewed  as  only  being  interested  in  exporting  its 
products,  the  foreign  government  will  be  reluctant  to  help  facilitate  trade. 
Public  and  private  organizations  in  this  state  have  to  help  businesses  from 
these  emerging  markets  find  buyers  and  distributors  in  Massachusetts  if  we  are 
to  expect  a  similar  courtesy.  It  can  be  done,  as  it  has  in  the  past  with 
Guangdong  Province  and  is  being  done  with  Latin  America,  in  a  way  that 
makes  good  business  and  political  sense.  For  example,  when  Massport's  Trade 
Development  Unit  hosts  a  group  of  Central  American  textile  manufacturers,  it 
provides  advice  on  New  England  markets  and  contacts  for  distribution  as  well 
as  introductions  to  local  manufacturers  of  textile  machinery.  In  this  way,  the 
foundation  for  two-way  trade  is  set.  The  follow-up  responsibility  lies  with  the 
private  sector  companies,  and  Massport  (through  fees  for  shipments)  and  the 
Commonwealth  (through  corporate  taxes)  are  positioned  to  benefit. 

It  is  also  important  to  note  that  joint  ventures  in  emerging  markets  that  lead 
to  offshore  production  can  also  be  beneficial  for  companies  in  this  state.  For 
example,  Stride-Rite's  joint  venture  in  Thailand  which  produces  products  for 
international  distribution  enables  the  company  to  survive  and  grow  in 
Massachusetts. 

Emerging  markets  trade  requires  perseverance  and  a  long-term 
commitment.  State  trade  promotion  organizations  must  plan  to  remain  in  or 
focused  on  the  emerging  market  for  a  minimum  of  three  to  five  years  in  order 
to  realize  an  adequate  return.  The  process  of  really  cracking  a  foreign  market 
is  going  to  be  a  multi-step  process.  A  quick  hit  in  the  form  of  a  single  trade 
show  or  visit  makes  little  sense. 
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RESOURCES  CURRENTLY  AVAILABLE 

One  general  statement  that  can  be  made  about  resources  for  emerging  markets  is 
that  they  are  often  hard  to  find  (at  least  in  English  in  Boston)  and  are  of  marginal 
value.  Most  of  the  literature  on  these  countries  tends  to  be  focused  on  tourism  or 
politics  rather  than  business.  Several  sources  for  business  worth  noting  are  the 
reports  generated  by  the  U.S.  Foreign  Commercial  Service  (FOREIGN  ECONOMIC 
TRENDS),  ABECOR  COUNTRY  REPORT  distributed  by  Barclay's  Bank,  and  the 
INTERNATIONAL  TRADE  REPORTER  produced  by  the  Bureau  of  National  Affairs. 
BUSINESS  AMERICA,  a  magazine  produced  by  the  U.S.  Department  of  Commerce, 
also  proves  to  be  quite  valuable. 

In  terms  of  human  resources  to  help  guide  you  through  an  emerging  market  the 
following  bases  should  be  touched: 

1.  The  District  Office  of  the  U.S.  Department  of  Commerce  can  put  a  company 
in  touch  with  its  Foreign  Commercial  Service  network  as  well  as  a  huge 
database  of  information. 

2.  The  Massachusetts  International  Trade  Council  or  Massport's  Trade 
Development  Unit  may  have  experience,  contacts,  or  referrals  concerning  the 
emerging  market  in  question. 

3.  Consulates  in  Boston,  New  York,  or  Washington,  D.C.  may  know  of  someone 
who  could  help  your  company.  This  person  will  usually  not  be  interested  in 
helping  a  company  export  but  may  be  useful  if  the  company  wants  to  invest, 
form  a  joint  venture,  or  find  a  consultant. 

4.  Many  of  the  colleges  and  universities  in  the  Commonwealth  will  employ 
professors  or  enroll  students  from  these  emerging  markets.  The  professors  are 
likely  to  be  eager  to  share  their  experience  and  contacts.  The  students  are  apt 
to  be  mid-level  managers  or  members  of  prominent  families  and  have  all  the 
right  contacts  and  business  knowledge. 

5.  Certain  select  members  of  service  providers  (freight  forwarders,  bankers, 
lawyers,  accountants,  marketing  specialists,  etc.)  will  have  experience  and 
contacts  in  specific  emerging  markets.  Bank  of  Boston  and  Arthur  Young,  for 
example,  can  tap  into  vast  networks  of  information  and  business  people  in 
numerous  Latin  American  countries. 
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THE  NEED 

In  order  to  achieve  the  goal  of  increasing  trade  with  emerging  markets,  a 
consortium  of  private  and  public  sector  representatives  needs  to  be  formed  to 
focus  on  the  following  four  areas: 

1.  Education 

2.  Policy 

3.  Financing 

4.  Trade  Leads  and  Contacts 

1.  Education 

A.  Manufacturers  need  to  be  educated  about  trade  opportunities  and  business 
customs  of  emerging  markets  in  order  to  overcome  fears  and  reduce  risks. 

B.  Service  providers  must  be  educated  about  the  customs  of  their  specific 
discipline  (whether  it  be  law,  banking,  transportation,  etc.)  in  order  to 
become  more  willing  and  capable  of  facilitating  trade  to  and  from 
countries. 

C.  A  mechanism  must  be  developed  to  share  the  information  and  expertise 
about  business  in  emerging  markets.  The  sharing  must  take  place  between 
the  academic  community  and  the  business  enterprises  and  within  the 
business  community  itself.  In  Massachusetts,  we  are  fortunate  to  have 
business  people  and  business-oriented  academicians  who  have  lived  and/or 
worked  in  emerging  markets  all  around  the  world.  Making  use  of  these 
assets  is  the  key  to  increasing  trade. 

2.  Policy 

Both  the  public  sector  and  private  associations  need  vigilant  monitoring  of 
trends  for  issues  on  which  state  leaders,  both  public  and  private,  can  lobby  in 
Washington  (the  White  House,  federal  agencies,  Congress,  and  international 
organizations)  on  behalf  of  Massachusetts  companies  seeking  to  successfully 
compete  in  emerging  markets.  Proposals  such  as  those  that  will  strengthen 
intellectual  property  protection  or  impact  trade  through  debt-reduction  plans 
in  less  developed  countries  require  the  attention  of  our  leaders.  The  concepts 
developed  in  the  trade  section  of  this  report  need  to  be  extended  to  emerging 
markets,  not  just  Europe  and  Canada. 

3.  Financing 

The  reluctance  of  bankers  to  lend  money  or  provide  letters  of  credit  to 
companies  trading  with  less  developed  countries  is  often  a  serious  obstacle. 
Because  of  perceived  and/or  real  risks,  bankers  inhibit — or  sometimes  even 
stop — transactions  from  taking  place.  As  mentioned  above,  the  bankers  need  to 
be  educated.  Forums  like  the  International  Business  Center  Legal  Breakfast 
Series  may  be  appropriate  for  the  banking  community.  The  mechanisms 
proposed  in  the  finance  section  of  this  report  should  also  be  made  available  to 
companies  trading  in  specific  emerging  markets. 
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4.   Trade  Leads  and  Contacts 

A.  A  system  for  gathering  and  disseminating  trade  lead  information 
concerning  emerging  markets  must  be  developed.  The  model  for  such  a 
system  can  be  found  in  the  Massachusetts  Photovoltaic  Center.  This  type  of 
resource  must  be  linked  with  the  District  Office  of  the  U.S.  Department  of 
Commerce  and  the  State  Trade  Offices. 

B.  Trade  shows  and  missions  are  valuable  mechanisms  for  introducing 
companies  to  specific  emerging  markets  along  with  the  buyers,  agents,  and 
distributors  in  those  markets.  Massport's  Trade  Development  Unit  and  the 
Massachusetts  International  Trade  Council  need  to  organize  these  trips  for 
companies  and  service  providers.  In  addition,  companies  and  service 
providers  must  be  recruited  to  host  visiting  business  people  and  influential 
dignitaries.  Proper  hosting  of  these  individuals  is  a  cost  effective  way  to 
make  critical  contacts. 

C.  The  colleges  and  universities  in  this  region  have  a  vast  network  of  alumni 
currently  living  and  working  in  emerging  markets.  These  people  need  to 
be  contacted  to  see  if  they  are  interested  in  assisting  our  trade  efforts.  A 
database  of  these  individuals  should  be  created. 
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RECOMMENDATION 

A.  The  Governor  needs  to  appoint  a  committee  consisting  of  public  sector 
economic  specialists  and  academicians,  trade  service  providers,  and  business 
leaders  (manufacturing  and  service  sectors)  familiar  with  emerging  markets. 
This  group  should  select  two  or  three  emerging  markets  for  the  Common- 
wealth (public  and  private  sectors)  to  adopt  for  the  next  three  years.  Using  the 
background  information  prepared  by  Massport's  Trade  Development  Unit  for 
this  report,  the  committee  should  identify  markets  that  1)  need  products  from 
Massachusetts,  2)  would  be  receptive  to  our  help  and  trade,  and  3)  would  be 
interested  in  establishing  closer  academic  and  business  links.  Markets  where 
Massachusetts  could  develop  direct  transportation  access  (passenger  and 
cargo),  once  trade  increased  to  a  significant  level,  would  be  most  desirable. 

B.  Staff  at  either  Massport  or  the  Massachusetts  International  Trade  Council  with 
knowledge  and  experience  in  the  specific  emerging  markets  that  have  been 
selected  need  to  be  appointed  or  hired  for  a  three-year  term.  These 
individuals  will  be  responsible  for  the  following: 

1.  Development  of  a  resource  guide  for  the  specific  emerging  market.  This  is 

a  directory  of  resources  as  well  as  a  "how  to"  manual  for  doing  business  in 
a  particular  emerging  market.  An  industry  focus  to  this  manual  is 
recommended. 

2.  Establishment  of  an  advisory  board  and  network  of  interested  private  sector 
companies  within  the  Commonwealth  for  each  of  the  selected  emerging 
markets. 

3.  Planning  and  implementation  of  at  least  one  annual  outbound  trade  show 
or  mission  and  two  inbound  missions/visits. 

4.  Gathering  and  dissemination  of  trade  leads  and  information. 
Dissemination  to  public  officials,  business  organizations,  individual 
companies,  and  the  media  is  essential. 

5.  Creation  of  a  college  and  university  alumni  database  pertaining  to  selected 
emerging  markets. 

6.  Organization  of  a  conference  that  connects  emerging  markets  trade  experts 
from  the  public  and  private  sector  with  companies  who  could  benefit  from 
such  trade. 

C.  The  International  Business  Center  should  organize  a  breakfast  series  to  enable 
bankers  to  increase  their  awareness  of  the  practices  of  doing  business  in  the 
emerging  markets. 
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D.   The  Photovoltaic  Center  should  be  given  the  flexibility  to  obtain  additional 
funding  for  expansion  of  its  services  to  other  industries.  Presently,  the  Center 
provides  trade  leads,  project  information,  and  financing  advice  to  photovoltaic 
and  energy-related  companies  and  institutions.  Its  sophisticated,  computerized 
database  search  system  for  international  trade  leads  and  projects  should  be 
expanded  into  a  critical  component  of  an  emerging  markets  trade  promotion 
effort  and  an  integral  part  of  the  Export  90's  initiative. 

The  Center,  in  its  present  configuration  as  a  Massachusetts  Center  for 
Excellence  under  the  Secretary  of  Energy,  cannot  make  use  of  the  revenues  it 
generates.  It  is  therefore  unable  to  expand  simply  by  charging  for  its  services. 
Either  through  a  contract  with  Massport  or  MITC  and/or  directly  with 
manufacturers,  the  Photovoltaic  Center  needs  to  charge  in  order  to  hire  staff 
and  increase  its  computer  resources.  Through  a  fee  for  service  contract,  the 
Photovoltaic  Center  should  collaborate  with  the  emerging  market  specialists  at 
Massport  and/or  MITC  to  define  the  countries  and  industries  for  the  computer 
searches  and  to  ensure  wide  distribution  of  the  information  that  is  gathered. 
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EMERGING  MARKETS  BUDGET 


BUDGET  ($  THOUSANDS) 

FY90 

FY91 

A.  Governor's  Emerging  Markets 
Committee 

State  = 

Private  Sector  = 

$  0 
$  0 

$  0 
$  0 

B.  Additional  Staff  Support  for  Public 
Sector  Trade  Promotion 
Organization 

State  = 
Private  Sector 

$  90,000 

$  0 

$  90,000 

$  0 

B-l.  Resource  Guide 

State  = 

Private  Sector  = 

$  7,500 
$  7,500 

$  7,500 
$  7,500 

B-2.  Advisory  Board 

State  = 

Private  Sector  = 

$  0 
$  0 

$  0 
$  0 

B-3.  Travel  and  Trade  Shows 

State  = 

Private  Sector  = 

$  45,000 
$  15,000 

$  45,000 
$  15,000 

B-4.  Trade  Lead  System  Contract 

State  = 

Private  Sector  = 

$  40,000 
$  10,000 

$  40,000 
$  10,000 

B-5.  College  Alumni  Database 

State  = 

Private  Sector  = 

To  be  determined 
To  be  determined 

B-6.  Conference 

State  = 

Private  Sector  = 

$  0 
$  0 

$  0 
$  0 

TOTAL  STATE  CONTRIBUTION 

TOTAL  PRIVATE  SECTOR 
CONTRIBUTION 

$182,500 
$  32,500 

$182,500 
$  32,500 

NOTE: 

The  private  sector  contribution  will  take  the  form  of  fees  for  trade  lead 
subscriptions,  the  resource  guide  and  trade  show  booth  space.  The  conference 
will  be  self  funding. 
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EMERGING  MARKETS 


EASTERN  EUROPE 

LATIN  AMERICA 

•  ASIA 

AFRICA 

BULGARIA 

GDR 

HUNGARY 

ROMANIA 

TURKEY 

USSR 

YUGOSLAVIA 

CHILE 

COLUMBIA 

ARGENTINA 

COSTA  RICA 

INDIA 

CHINA 

THAILAND 

BOTSWANA 

COTE  DIVOIRE 

KENYA 

THE  REP 

CAMEROON 

ELECTRONICS 

Electrical  Equipment 

yes 

yes 

yes 

yes 

yes 

Integrated  Circuits 

yes 

Meas  &  Testing  Equip. 

yes 

Robotics 

yes 

yes 

Security  &  Safely  Equip. 

yes 

Scientific  Instruments 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

COMPUTERS 

Hardware 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

Software 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

Magnetic  Discs 

yes 

yes 

TELECOMMUNICATION 

Telec.  Equipment 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

INDUSTRIAL 

Electric  Power  Gen 

yes 

MACHINERY 

Environmental  Equip. 

yes 

Food  Processing  Equip. 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

Machine  Tools 

yes 

yes 

yes 

Non-Electric  Equip. 

yes 

Packaging  Equip. 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

yes 

Construction  Equip. 

yes 

Specialized  Ind  Equip. 

yes 

yes 

Textile  Equipment 

yes 

AGRICULTURE 

Agricultural  Equipment 

yes 

Agricultural  Products 

yes 

yes 

Chemicals 

yes 

yes 

yes 

yes 

yes 

yes 

Insecticides 

yes 

Fertilizers 

yes 

yes 

yes 

Grains  &  Seeds 

yes 

Livestock 

Tobacco 

yes 

MEDICAL 

Medical  Equipment 

yes 

yes 

yes 

yes 

yes 

yes 

Pharmaceuticals 

yes 

yes 

yes 

yes 

TRANSPORTATION 

Aircraft  &  Parts 

yes 

yes 

yes 

Transportation  Equip. 

yes 

yes 

ENERGY 

Coal 

yes 

yes 

Conservation  Products 

yes 

Oil 

yes 

yes 

Nuclear 

yes 

Petrochemical 

yes 

Pollution  Control 

yes 

Renewable  Energy  Tech. 

yes 

CONSULTING 

Energy  Safety 

yes 

Management  Services 

yes 

yes 

Meat  Processing 

yes 

Metallurgy 

yes 

Mining 

yes 

METALLURGY 

Mining  Equipment 

yes 

yes 

yes 

Metalifenous  ores 

yes 

Metal  Working  Equip. 

yes 

yes 

Steel 

yes 

SYNTHETIC  EQUIP 

Plastic  Material 

yes 

yes 

Rubber 

yes 

Synthetic  Resins 

yes 
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GLOSSARY 


GLOSSARY 


BAY  STATE  SKILLS  CORPORATION  (BSSC) 

Bay  State  Skills  Corporation  is  a  quasi-public  corporation  mandated  to  develop 
the  partnerships  necessary  to  fulfill  the  future  skilled  labor  needs  of  those 
Massachusetts  industries  that  show  the  promise  of  expansion  in  the  next  decade 
and  to  assist  those  industries  to  become  productive  and  globally  competitive. 


EXECUTIVE  OFFICE  OF  ECONOMIC  AFFAIRS  (EOEA) 

The  Executive  Office  of  Economic  Affairs  is  the  Governor's  Cabinet  office, 
headed  by  Secretary  Grady  Hedgespeth,  responsible  for  the  economic  policy  for 
the  Commonwealth.  Included  within  the  Secretariat  are:  the  Department  of 
Employment  and  Training;  the  Office  of  Business  Development;  the  Massachusetts 
International  Trade  Council;  the  Office  of  Science  and  Technology;  the  Office  of 
Minority  Business  Development  and  Employment;  the  Office  of  Travel  and 
Tourism  and;  the  Office  of  Film  and  Video  Development. 


EXPORT-IMPORT  BANK  (Eximbank) 

The  Export-Import  Bank  of  the  United  States  is  the  U.S.  government  agency 
which,  through  a  number  of  loan  guarantees  and  insurance  programs, 
supplements  and  encourages  the  private  sector  financing  of  U.S.  export  sales.  Its 
programs  include:  working  capital  guarantee  program;  Eximbank  Direct  Loan 
Program;  FCIA  New-to-Export  Insurance  Policy;  FCIA  Umbrella  Insurance  Policy 
and  others. 


INTERNATIONAL  BUSINESS  CENTER  OF  NEW  ENGLAND  (IBC) 

The  International  Business  Center  of  New  England  is  a  private  sector  association 
dedicated  to  the  expansion  of  international  trade  in  New  England.  IBC 
membership  includes  manufacturers,  professional  firms,  banks,  service 
organizations  and  educational  institutions.  Its  services  include  regular  seminar 
series,  an  Export  School  and  a  complete  Resources  Center. 


INTERNATIONAL  COORDINATING  COUNCIL  (ICC) 

The  International  Coordinating  Council  is  a  public-private  partnership  whose 
mission  is  to  promote  Massachusetts'  products  and  services  abroad,  working  with 
both  the  public  and  private  sectors. 


GLOSSARY 


MASSACHUSETTS  INDUSTRIAL  FINANCE  AGENCY  (MIFA) 

The  Massachusetts  Industrial  Finance  Agency  is  the  designated  agent  in 
Massachusetts  for  Eximbank's  working  capital  guarantee  loan  program  which 
assists  companies  who  are  unable  to  finance  export  goods  or  services.  The 
program  encourages  banks  and  other  lenders  to  make  working  capital  loans 
by  guaranteeing  that  Eximbank  will  repay  the  loan  in  the  event  of  default 
by  the  exporter. 


MASSACHUSETTS  INTERNATIONAL  TRADE  COUNCIL,  INC.  (MITC) 

The  Massachusetts  International  Trade  Council,  also  commonly  known  as  the 
Massachusetts  Office  of  International  Trade  and  Investment  (OITI)  works  with 
small  and  medium-sized  Massachusetts  companies  to  assist  them  in  entering  the 
export  market  for  the  first  time  or  to  help  them  to  increase  their  export  sales.  Its 
activities  include  leading  overseas  trade  missions  and  international  trade  show 
groups  as  well  as  the  active  development  of  international  contacts  and  trade  leads. 


MASSACHUSETTS  PORT  AUTHORITY  (Massport) 

The  Massachusetts  Port  Authority's  Trade  Development  Unit  provides  export 
assistance  to  small  and  medium  sized  businesses  throughout  the  New  England 
area.  The  agency  will  work  with  new  or  inexperienced  exporters  to  develop  an 
overseas  marketing  plan  and  provide  technical  assistance  throughout  the  export 
process.  Massport  has  overseas  offices  in  London  and  Tokyo.  Other  services 
include:  leading  trade  missions  overseas,  market  research  for  particular  areas  and 
products,  development  of  trade  leads,  sponsorship  of  international  trade  seminars, 
workshops  and  briefings. 


OVERSEAS  PRIVATE  INVESTMENT  CORPORATION  (OPIC) 

The  Overseas  Private  Investment  Corporation  is  an  independent,  financially 
self-supporting  corporation,  fully  owned  by  the  U.S.  Government.  Through  OPIC, 
the  federal  government  encourages  and  assists  U.S.  private  investments  in  less 
developed  nations.  It  supports  projects  which  offer  potential  benefits  to  the  host 
country  in  areas  such  as  job  creation,  skills  training,  import  savings,  export 
earnings  and  tax  revenues.  OPIC  can  assist  small  U.S.  companies  who  export  to 
these  countries  by:  helping  identify  investment  opportunities;  providing  assistance 
in  evaluating  investment  climates;  providing  insurance  protection  for  investments 
in  the  event  of  currency  inconvertibility,  expropriation,  or  loss  or  damage  caused 
by  war,  revolution,  insurrection  or  certain  types  of  civil  strife  and;  participating 
in  project  financing. 


GLOSSARY 


SMALL  BUSINESS  DEVELOPMENT  CENTERS  (SBDC'S) 

The  Small  Business  Development  Center's  network  functions  in  cooperation  with 
the  U.S.  Small  Business  Administration  to  assist  small  and  mid-sized  businesses.  An 
SBDC  can  provide  in-depth  management  and  technical  assistance,  counseling  and 
training.  Assistance  in  international  trade  is  available. 


U.S.  AGENCY  FOR  INTERNATIONAL  DEVELOPMENT  (AID) 

The  Agency  for  International  Development  administers  the  federal  government's 
foreign  economic  assistance  program  in  over  seventy  developing  countries 
throughout  Africa,  Asia/Near  East,  Latin  America  and  the  Caribbean.  AID-financed 
programs  offer  export  opportunities  and  new  markets  to  U.S.  suppliers. 


U.S.  DEPARTMENT  OF  COMMERCE/INTERNATIONAL  TRADE 
ADMINISTRATION  (USDOC/ITA) 

The  U.S.  Department  of  Commerce,  through  its  International  Trade  Administration 
is  the  lead  federal  agency  in  promoting  exports.  Its  regional  office,  located  in 
Boston's  World  Trade  Center,  provides  export  assistance  and  consulting  to 
businesses  throughout  Massachusetts.  It  also  sponsors  numerous  export  seminars 
throughout  the  year. 


U.S.  SMALL  BUSINESS  ADMINISTRATION  (SBA) 

Services  provided  by  the  Small  Business  Administration  include  educational 
seminars  and  conferences  on  exporting,  financial  assistance,  and  initial  market 
studies  through  the  Export  Information  System. 


U.S.  TRADE  AND  DEVELOPMENT  PROGRAM  (TDP) 

The  U.S.  Trade  and  Development  Program  finances  the  planning  of  projects 
in  developing  countries  which  are  potential  export  markets  for  U.S.  goods 
and  services. 


U.S.  TRADE  REPRESENTATIVE  (USTR) 

The  Office  of  the  U.S.  Trade  Representative  serves  as  the  nation's  chief  trade 
negotiator  and  as  the  representative  of  the  United  States  in  major  international 
trade  organizations. 
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